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NATIONAL POLICY AND ISSUES 





ROLE OF LAW OF VALUE IN SOCIALIST SYSTEM 
HK181002 Beijing JINGJI YANJIU in Chinese No 2, 20 Feb 82 pp 65-68 


[Article by Fang Gongwen [2455 1872 3306]: "The Characteristics of the Role 
of the Law of Value and its Relationship with Other Economic Laws Under the 
Socialist System"] 


[Text] 1. Marx and Engels once predicted that in the socialist society, with 
the abolition of private ownership and with the ownership of all means of 
production by the society, commodity production would die out. However, real 
life is far more complicated than theory. The countries where the socialist 
revolution triumphed were not the most developed capitalist countries and 
after the victorious revolution, the society has not been able to achieve 
ownership of all the means of production. Ownership by the whole people, 
collective ownership and in some areas, private ownership still exist in these 
countries. Even in the enterprises owned by the whole people, ownership by 
the society of the means of production has not reached the degree envisaged by 
Marx and Engels, for although the state owns the means of production, the 
enterprises still have quite great power to wield and dispose of them. There- 
fore, commodity production necessarily exists in the socialist society. Never- 
theless, there has been a change in the nature of this sort of commodity pro- 
duction which, being now under public ownership instead of private ownership, 
has the characteristics of a product economy. The most outstanding character- 
istics are: 


First, in a socialist society, the interests of an enterprise basically coin- 
cide with those of the society and the state can plan the whole society’s 
commodity production according to the needs of society. Therefore, the social- 
ist commodity economy is a planned commodity economy. 


Second, under the socialist system, commodities still keep the dual property 
of having use value and value. As socialist commodity producers, enterprises 
set value and profit as the immediate goals of their production. But from the 
viewpoint of the society as a whole, the aim of production is to satisfy 
people's needs in material and cultural life. 


Under the socialist system, there are new features in the functions that the 
law of value performs. In the first place, the law of value has ceased to be 

a force beyond people's control, for people are in a position to conscientious- 
ly make use of the law of value with a view to regulating production and cir- 





culation. Yet, in two cases, the law of value will spontaneously perform 

its regulatory function again. When people do not act in compliance with the 
law of value, it will force its way into operation regardless of people's 
subjective wishes and thus become a force beyond people's control. Moreover, 
for individual commodity production, the law of value remains an automatic 
regulator. Also, while performing its function, the law of value acts like a 
satellite of the basic economic law of socialism and is subordinate to it. 

In the first place, the proportion that each sector should have in the nation- 
al economy is determined in the light of what is to be produced according to 
the society's needs, instead of by the law of value, value the society's needs 
are, in their turn, determined by the basic economic law of socialism. The 
law of value regulates the distribution of the society's total labor only 
after the aim and orientation of production have been determined by the basic 
eocnomic law of socialism. In the second place, the law of value pushes enter- 
prises in competition to keep abreast of market trends, improve technology, 
upgrade quality, lower costs raise economic efficiency, and produce goods for 
which there is a demand so as to better satisfy the needs of society. In the 
third place, the law of value regulates the direction of demand for consumers’ 
goods and thus results in meeting the needs of consumers to the extent that 
these needs are reasonable under the present condition of commodity supply. 
Apparently, under the socialist system, the function of the law of value con- 
sists of helping us act in accordance with the basic economic law of socialism. 
If we overlook the sort of restraints that the basic economic law of socialism 
places on the law of value and if we deviate from the aim and orientation of 
production prescribed by the basic economic law of socialism, stressing the 
regulatory function of the law of value unilaterally, then enterprises would 

be induced to pursue profit blindly regardless of the needs of society and even 
to the detriment of the interests of the society. 


2. On the relationship between the law of value and the law of planned and 
proportionate development of the national economy, which are two of the many 
economic laws in the socialist society, opinions are quite divided. According 
to one opinion, there is incompatibility between the regulatory function per- 
formed by the law of planned and proportionate development of the national 
economy and that performed by the law of value. In fact, the comrades who 
hold this view refuse to accept that under the socialist system, people can 
consciously apply the law of value with a view to regulating production and 
circulation. They deem that only in the cases where the effects of the law of 
planned and proportionate development of the national economy cannot reach, 
have we no alternative but to let the law of value play its regulatory function. 


In my opinion, in the socialist society, basic economic laws, the law of 
planned and proportionate development of the national economy and the law of 
value all perform the function of regulating production of society. In many 
respects, the regulatory function of the law of value and that of the planned 
and proportionate development of the national economy coalesce, overlapping 
each other. 


The law of value regulates the proportion of the society's total labor which 
should be allocated to each sector. If the amount of labor that the society 
has used to produce a certain kind of commodity exceeds what is required to 











meet the society's demand for this commodity, then a part of this commodity 
will net be salable or will not be able to sell reflecting the amount of labor 
used to produce it. In this case, a part of the society's labor which has 
been invested in the production of this commodity will shift to other sectors. 
If too much labor has shifted to other sectors, the demand for this commodity 
will exceed its supply. This means the society's needs in this regard cannot 
be satisfied. As a result, its price will rise to a level above the amount of 
labor absorbed by the commodity and then a further part of the society's 

labor will be attracted to the sector in question. 


Obviously, the law of value determines the proportion of the society's total 

labor which should go to each sector of the economy according to the demand of 

society for individual commodities, meant for both production and consumption. 

The society's needs are not determined by the law of value. Under the social- 
ist system, the basic economic law of socialism sets a target for each of the : 
society's needs and according to these targets, the law of planned and pro- 

portionat.e development of the national economy determines the proportion that 

each seci:or should have in the national economy. The regulatory function of 

the law of vaive consists of distributing the society's labor according to 

the prescribed proportions. Moreover, how to allocate the society's total 

labor should be shared out, the society must go by these two laws. 


The law of value operates as an regulator through price movements, parity or 
disparity between price and value, the prices of commodities relative to each 
other and economic levers which are related to value such as profitability, 
interests rates and taxation. Since the socialist economy is a planned com- 
modity economy, changes in price level, price relations, profit, interest and 
tax are also constituent parts of the law of planned and proportionate develop- 
ment of the national economy. 


The law of value vegulates supply of and demand for commodities (that is, 
regulates commodity distribution) and regulates the relationships between all 
sectors and enterprises insofar as their interests are concerned (that is, 
regulates the distribution of the national income) through changes in prices 

and changes in the economic spheres which have something to do with value. On 
the other hand, how to distribute the society's commodities and how to distri- 
bute the national income are also elements of the law of planned and proportion- 
ate development of the national economy. 


The following three points of primary importance distinguish the regulatory 
function performed by the law of value from that performed by the law of 
planned and proportionate development of the national economy. 


First, in contrast to the laws of ruthless competition and anarchic production 
which hold in the capitalist society, the law of planned and proportionate 
development of the national economy holds in a sociv:ty with public ownership of 
the means of production and provides conditions for the society to develop the 
national economy proportionately and according to plan. The law of value holds 
in all societies with commodity economies and dates back several thousand 
years. Ina socialist society, it operates together with the law of planned 
and proportionate development of the national economy. 











Secondly, commodity production and circulation are not the only spheres where 
the law of planned and proportionate development of the national economy oper- 
ates. The other spheres where, as a rule, the law of value does not perform a 
regulatory function, but the law of planned and proportionate development of 
national economy does operate, are state revenue and expenditure, the ratio 
between accumulation and consumption, the ratio of economic construction, 
cultural and educational construction and national defence construction to one 
another. 


Thirdly, the law of planned and proportionate development of the national 
economy requires the society to lay down in plans (including instructional 
plans, flexible plans and indicative plans) the various ratios and economic 
targets. On the other hand, the value of law operates as a regulator by 
affecting profitability. Price levels affect producers’ (or enterprises‘) 
interests. Thus, enterprises are induced to invest the means of production 
and labor into the production of commodities of which the price and profit 
are high, instead of producing more commodities of which the price and profit 
are low or below cost. Thus, there will be a change in the distribution of the 
society's total labor. Since price levels affect the interests of consumers, 
they may also regulate the relationship between supply and deand. 





Having discussed the relationship between the law of plcuned and proportionate 
development of the national economy and the law of value, I feei the matter of 
combining planned regulation and market regulation has to be brought up for 
deliberation. Let us look at planned regulation first. Plans are subjective 
things elaborated by the state or by the society and are correct only if they 
correctly reflect objective economic laws. Drawing a parallel between planned 
regulation and market regulation and representing market regulation as regu- 
lation through the law of value mean that plans only reflect what should be 
done according to the basic economic laws of socialism and the law of planned 
and proportionate development of the national economy. They do not reflect 
what should be done according to the law of value. This sort of plan cannot 

be correct and will even be erroneous. On the other hanc, neither is it appro- 
priate to represent market regulation as regulation through the law of value. 
Markets are places where commodities are exchanged and therefore fall under the 
sphere of circulation. What does market regulation mean? Does it mean the 
regulatory function that the law of value performs in the sphere of circulation, 
and if so, is it impossible for the law of value to regulate vroduction? Does 
it mean the law of value regulates production ilirectly through circulation, 
and if so, can't the law of value regulate production directiy? More ver, 
since the market in a socialist country is a planned market, what regulates 

the market is not limited to the law of value, but includes, rather and above 
all, the basic laws of socialism and the law of planned and proportionate 
development of the national economy. This is why we sheuld s0t equate market 
regulation with regulation through the law of value. Ev’dently. the formulation 
of combining planned regulation and market regulation is inexact and vague. 
Just because the formulation itself is not scientific, it can row be construed 
in different ways according to the understanding and neecs of individuals. In 
my opinion, the correct formulation should read: the law of planned and pro- 
portionate development of the national economy and the law of value combine in 
that they jointly perform a regulatory function. 








3. In the course of planning, different methods may be adopted in agreement 
with the characteristics which distinguish tue regulatory function of the law 
of value from chat of the law of plannei and proportionated development of 

the national economy. First, the method of vertical regulation: issuing in- 
structional plans and establishing the various ratios. This method has a 
strong hint of the law of planned and proportionate development of the national 
economy. But the law of value still performs regulatory function, for plans 
should be made by taking into account that ought to ve done according to the 
law of value. If plans contravene the law cf value, the law of value will not 
respect what is provided for in the plans, but will go its own way instead. 
Second, the method of horizontal regulation: plans do not set fixed targets, 
but take the form of flexible plans or indicative plans to be realized mainly 
through manipulating prices, tax, profits, interest and other economic ievers. 
This method reflects the function of the law of value to a fairly great extent 
and at the same time also reflects the function of the law of planned and pro- 
portionate development of the national economy. Third, a combination of the 
method of vertical regulation and that of horizontal regulation. By varying 
the importance of and the ratio between both kinds of methods, it will be 
possible to get a series of different combinations. 


For a long period of time, the first method was adopted in our country with 
the central government deciding both macroeconomic policies and policies on 
enterprises's routine activity and then issuing instructional plans. Under 
this system of highly centralized planning, it is often hard to sake realistic 
plans and to discover and correct errors in planning promptly and enterprises 
are seriously hindered from displaying their initiative. This planning syste= 
must be reformed. But we should not entirely give up instructional plans. 
Instead, we should adopt the practice of combining the sethod of vertical 
regulation and the method of horizontal regulation, because the planning sys- 
tem is subject to the basic economic law of socialism anc the characteristic 
peculiar to its functions at the present stage. 


As prescribed by the basic economic law of socialism, production in a social- 
ist country should serve the purpose of satisfying people's growing seeds in 
their material and cultural life. Yet at the present stage, insofar as the 
enterprises themselves are concerned, their immediate goal of production is 
to make profits because the socialist economy is stili a commodity producers 
who enjoy relative independence. As a commodity producer, the enterprise has 
to regard the production of value 1s its prime aim, for how such profit an 
enterprise may yield directiy affects its interests. Neverthelesr., profit in 
a socialist society differs in essence from profit in a capitalist society. 
Profit in a capitalist society is serely a form of surp.us value and reflects 
the exploitation of workers by capitalists while profit in a socialist society 
reflects the value of surplus products created by the working people for the 
society. Besides, most of the profits in a socialist society go, through 
diverse channels, to the state for econogic and cultural construction and for 
raising the standard of living of the people both materially and culturally 
and even the part of profits left with enterprises are used to develop pro- 
duction or to improve the living conditions of their personnel. Therefore, 
an enterprise's profit in a socialist society is after all merely 4 seans to 
satisfy people's needs in material and cultural life. 











To summarize, from the macroeconomic angle, the aim of production in a social- 
ist society is to satisfy the needs of the people in their material and cultur- 
al life, instead of to pursue the creation of value and profit, which are 
merely instrumental in sitisfwing the needs of the people in their material 
and cultural life. Sesides, as we mentioned before, some ratios to be observed 
at macroeconomic level are not within the scope of operation of the law of value. 
Therefore, while saking sacroeconomic decisions, some of the important ratios 
concerning the national economy as a whole, such as the growth rate of the 
national economy, the ratio between capital formation and consumption, state 
revenue and expenditure, the scale of capital construction, the relative propor- 
tions of agriculture, heavy iadustry and light industry, the ratio between the 
primary industry and the processing industry, the relative scales of economic 
construction, cultural comstruction and sational defence construction and so 
on, should be laic dowm in state instructional plans. it must be noted that 
issuing instructional plans does not mean we say ignore or contravene the law 
of value. We would be penalized for this. At enterprise )-vel, the immediate 
aim of production is to sake profit and profit sargin is related to the enter- 
prise’s interests. Therefore, instead of instructional plans, indicative 

pla~s for flexible plans should be used to regulate enterprise's production 
through the effects that the law of valve will produce on the enterprise's 
interests. This will better suit the enterprises and sobilize their enthusias 
amd imitiative. This principle should app'y to most of the enterprises. How- 
ever, this does not prevent the state from issuing iastructionsal plans in the 
spheres which are of vital importance to the sational ecsncomy, such as kev 
products and kev enterprises, major capital construction profects, prices of 
essential raw materials, fuels and consumers" goods. These instructional 

plans showld rum counter neither to the law of value nor to the interests of 
the enterprises. If in the course of carrying owt in«tructional plans, the 
interests of an enterprise have been affected adversely by pricing. technology 
of resources, the state should compensate it by seans of adjusting prices. re- 
vising the rates of tax, profit retention percentage and interest rates or by 
other economic means, so that the enterprise aay secure reasonable profits. As 
regards grain and other essential consumers" goods, ther have always been sub- 
sidized by the state. In the future, further efforts showld be sede to sarrow 
the price gap between agricultural products aad industrial produts while 
keeping prices stable and thus avoiding haruful effects on the life of the 
people. It is umlikelw to raise grais prices substantia.ly and the state 
purchase prices will remain lower than its selling prices. However, the 
practice of package compensation and subsidies that prevailed in the past 
should be stopped. Instead, enterprises should be subsicize! according to 

the volume of purchase or sale (for instance, a subsi‘’~ of so aany yuan for one 
ton grain purchased or sold) and thus, after having made up for the losses, 
they may gain reasonable profits out of the subsidies. mily in this way, will 
enterprises be stiaulated to tm=prove their ganagement amc achieve better 
economic «effects. As regards some general commoditios, .f seed be, the state 
may also issue iastructionsl glans. is a word, while seking economic decisions 
st enterprise level, we should asinly resort to iadicative plans and [flexible 
plans, bet also asintain iastructionsl plans in certaia spheres of economic 
activity. 


It goes sithout saving that in order to fulfill the tas® that the refors sets 
ws, ic is necessary to take « series of seasures aporopriate for the period of 
tramttion. These comstitute a aatter to be dealt with seperately. 


cS): 4006/1351 











NATIONAL POLICY AND ISSUES 


‘TILIZTS NATURAL RESOURCES TO ‘HARNESS LAND’ 
HK191347 Beijing JINGJI CUANLI in Chinese No 1, 15 Jan 8&2 pp 13-15 


|Article by Guo Tu [6753 0956]: “Do a Good Job in Land Harnessing to Promote 
Socialist Construction”--note passages within slantlines denote boldface type] 


text The Tasks in Harnessing Land 


Basically speaking, land harnessing represents a correct handling of the re- 
lationship between sen and the natural enviromment on which they rely for their 
survival so that the environment will become sore adaptable to the survival 

smi development of sankind. Concretely speaking, it seans that within the 
sphere of state sovereignty, people are resorting to science and technology, 
end social resources in their effort to utilize natural resources to the great- 
est effect and with the utmost economic rationalization. 


The main contents in the work of land harnessing can be divided into the 
following four points: 


(1 Exploitatica. It weeually refers to the reclamation, exploitation and 
emeineering comstruction of the natural resources that still remain in prisi- 
tive conditions and that have sever bee utilized such as land, rivers, for- 
ests, crassland and ore deposits so that they will be able to display their 
roles for the iaterest of mankind. Following the constant development of pro- 
luctiwe force, the scientific and technological level, econosic conditions 
vad changes of other factors, some resources that have already been utilized 

» certain deeree can further be utilized considerably or may be used in a 
~w way. This situation also belags to the category of exploitation. 


2) tilization. Uewallw it refers to the natural resources that can be 
stilized withoewt sator exploitation or further utilization of the natural re- 
sources thet have already been exploited. 


Harness ing. Por «a long time, people have exploited and utilized land 
reseerces with considerable blindness. It was often the case that to 4 cer- 
tale dewree thew seriously damaged the oatural enviromment on which they rely 

T their survival. For instance, the damage caused to the natural plant 

wer hes resulted in soll erosion, sandy soil, silting up of river beds and 
rivers and lake pollution caused by improper sewage disposal. Therefore it 

is Secessary to resort to such seasures as engineering and biclogical measures 











to harness *he natural environment s« that it will further accord with the 

development of production and with the need to improve people's standard of 
living. Land harnessing also includes changing the primitive conditions of 
nature such as ridding marshlands of waterlogging and channeling water from 
several rivers. This project jis similar to exploitation. 


/(4) Protection./ Mainly it refers to the protection of aatural resources 
and people's living environmerts. Because of limited knowledge or because of 
the lack of overall planning, it is often the case that when people are ex- 
ploiting and utilizing naturai resources they are at the same time damaging 
these resources, natural ecology and living environments. We ure now living 
in an era where productive force is highly developed and science anc tech- 
nology are constantly developing; therefore it is imperative for us to make 

a full consideration and work out overall planning in exploiting and utilizing 
lend resources. That is to say, in doing so, we must make the best inter- 
mediate and partial achievements and at the same we must guarantee our long- 
term and overail interests. It is also necessary to co.isciously protect re- 
sources and the environment and realize ecological equilibriun. 


Land harnessing is highly comprehensive work. The exploitation, utilization, 
harnessing and protection mentioned above are related to each «cher and cannot 
be carried out singly. In order to harness the land comprehensively, it is 
necessary to survey land resources in an overall and deep way so as to grasp 
the natural conditions and, on the basis of analyses and stuiy, it is necessary 
to carry out comprehensive comparisons and work out the most rational ;lanning 
for combining exploitation, utilization, harnessing and protection. It is 

also imperative to work out the related principles, policies and regulations 

to guarantee the implementation of the planning. 


Land Harnessing is an impcrtant Guarantee for Carrying Out Socialist Construc- 
tion 


Land harnessing is a complete work. Under the situation in which the society 
of mankind has developed to a certain historical stage, the productive force 
has developed to a certain level, the world's population has become enormous 
and the land all over the globe has been basically divided up, the importance 
of such work is becoming more and more apparent. Following the development 
of productive force and the constant growth of population, the importance o° 
such work will become even more outstanding. 


Following the development of the national economy after liberation, our country 
has made tremendous progress in exploiting and utilizing land resources and 
certain achievements have been made in land protection thanks to the enormous 
work carried out in land harnessing. But as we did not proceed from the over- 
all situation in harnessing the land and did not closely combine exploitation 
with utilization, harnessing and protection, many problems have consequently 


cropped up. 


/(l) Natural resources are not fully and rationally utilized, creating serious 
waste. / 


Natural resources guarantee the material conditions for the survival of mankind, 
including the material conditions that are needed in improving living conditions 
of mankind. We must rationally utilize natural resources; we must in no way 
utilize them arbitrarily and wastefully. 














Generally speaking, our natural resources are very rich and our country has 
historically been termed as a “big country with abundant resources." The 
volume of many of our natural resources is among the biggest in the world. 
But because of our huge population, most of the average quantity of our var- 
ious natural resources per capita is lower than the world's average standard. 
Therefore proceeding from this point, we must spare no efforts to protect our 
natural resources and there are still many shortcomings in this aspect. 


First of all is the utilization of land resources which are the “mother of 
wealth." The average land acreage per capita in our country is less than 15 
mu as against the world's average of about 50 mu. The average acreage of our 
cultivated land is less than 2 mu as against 5 mu of the world's average. 

With less than 10 percent of the world's total cultivated land, we have been 
able to feed more than 20 percent of the world's population. This situation 
shows the superiority of the socialist system; but it also represents our un- 
favorable conditions and difficulties. In the past, we utilized land, par- 
ticularly cultivated land, irrationally in many aspects. For example, in 
arranging agricultural production we violated the principle of proceeding 
from specific conditions and displaying advantages. We lopsidedly stressed 
the importance of taking grain as the key link to engage in unitary operations. 
As a result, we failed to make the best use of our land which resulted in very 
bad economic effects. Some industrial and mining enterprises and administra- 
tive units occupied excessive land in carrying out their construction or 
occupied the land but did not use it, only to waste an enormous amount of 

good cultivated land. 


Now let us look into the situation of the use of water resources that are vital 
for the survival of mankind. The volume of flows of the surface water in our 
country averages 2.61 trillion cubic meters annually, with an average of 2,/00 
cubic meters per capita. Our average per capita is only 1/4 of the world's 
average of 11,000 cubic meters, 1/17 of the Soviet Union and 1/11 of the United 
States of America. With regard to regions and times, the distribution of our 
water resources is far from being balanced. Some regions are subject to 

floods while others are subject to drought. Some regions are hit by drought 
and then by floods in the same year. An enormous volume of water flows into 
the sea before being utilized and on the other hand, many regions such as 
Tianjin, Qingdao and Dalian are seriously short of water. Even in water- 
defficient regions, the limited water resources are not fully utilized. In 
industrial production for example, the cyclical rate of water utilization is 
very low. In addition, water resources have been seriously polluted. The 
water of 15 of the 27 rivers across the country are polluted to varying de- 
grees. Investigations in 44 municipalities showed that the water table of 41 
munitipalities has been partially polluted. 


Another reason is the situation of our ore resources that have an important 
role in modern production. The varieties of our confirmed ore deposits amount 
to 134. This means that we have considerable deposits of a fairly wide 
variety of areas. But based cn the average per capita, these varieties are 
not enough. Some important ores, such as iron and copper ores, are mostly 
poor ores and consequently it requires more labor power to exploit and smelt 
them. Ore resources cannot reproduce themselves and with exploitation they 
are getting scarcer and scarcer; therefore we must treasure such resources 
and use them properly. The surveys and exploitation of our ores in the pnast 











were carried out in a somewhat disorderly fashion because there was no unified 
Management. People opened up small mines beside some big mines. These small 
mines are characterized by arbitrary exploitation, with a very low recycling 
rate in exploiting, sintering, smelting and dressing; let alone comprehensive 
utilization. As a result, such a practice has damaged and wasted our valuable 
resources. 


/(2) Natural ecology and the environment have been damaged and as a result, 
the role played by our natural resources in the interest of mankind has dis- 
appeared or diminished, or has even become harmful./ 


The natural ecology seeks balance in its process of constantly developing and 
changing while mankind is a product of a certain natural ecological environment. 
But since the emergence of mankind, men are able to use tools to carry out the 
work for their specific purposes and consequently they are stepping up natural 
ecological changes. For a long time, people have been fundamentally changing 
the natural ecology blindly. Thus on the one hand, they are exploiting and 
making use of the natural resources to improve their living standard and on 

the other hand, they are also seriously damaging the resources to create diffi- 
culties and even calamities for their own life. For example, felling trees 
once played a very important role in guaranteeing the survival of mankind and 
improving people's living standards. But when forests were seriously damaged, 
the whole ecology and environment consequently changed into a direction that is 
unfavorable to the survival of mankind. Some scientists confirmed that forests 
will be able to conserve water resources, preserve soil, fix sand, display 
their roles as windbreaks, regulate climate and form fairly ideal natural en- 
vironments only when their coverage area constitutes more than 30 percent of 
the total land area and their location is even. Our rate forest cover is only 
12.7 percent, and is unevenly distributes. Such a low rate has been formed 
after a long historical period. But over the past few years, we did not work 
hard to protect our forests. Because of various factors such as felling more 
trees but with less attention to afforestation, reclaim'1g land from forest 
areas, forest fires and the consumption of timber, our present rate of forest 
lover has gradually decreased. We must pay attention to this problem. 


In addition, following the development of cities and industries, the "three 
wastes" are increasing. Statistics show that in 1979 a total of 77.8 million 
tons of sewage, 950 million tons of residue and 9.9 billion cubic meters of 
waste gas were discharged everyday throughout the country. Most of this 
waste was not properly handled and consequently affected the environment. Some 
even created serious pollution. There was one city that discharged almost 2 
million tons of sewage every day, of which only 8 percent was handled through 
a sewage treatment plant. Over the past few years, the party and state have 
paid attention to the work of environmental protection and the situation has 
taken a turn for the better thanks to the enormous work done in this respect. 
Yet there are still heavy tasks and following the development in production 
and constant improvement in people's living standard, there will constantly 
emerge new problems in the work of environmental protection. 
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/(3) Some economic construction and production activities violate the laws of 
nature and economy, creating losses, waste and low economic effects./ 


Following the general summing up of the experiences and lessons in our economic 
construction over the past many years, we found that one of the major reasons 
for the mistakes in some work is that we did not pay attention to the work of 
harnessing our land. first of all, we were not really aware of the situation 
of our land resources. Therefore it was enivitable that some ideas, plans, 
slogans and requirements were divorced from reality. Some people only cared 
about their needs and neglected possibility; others only cared about the 
partial situation and neglected the overall situation, cared about immediate 
interests and neglected long-term interests. At one time, they "went all 

out" in doing one thing and at another time they did another work in a "big 
way." But the results were contrary to their expectations. Not only did they 
achieve very bad economic effects but they also damaged land resources and 
ecological balance and caused more serious pollution. Second, we lacked an 
overall scientific plan for land exploitation and utilization and arrangement 
of productive force. Many construction projects were carried out blindly. In 
carrying out such projects, people did not consider the features of the related 
resources, nor did they pay attention to nautral geographical conditions and 
economic geographical conditions. The distribution of these projects was 

very irrational. As a result, enormous funds were used in these projects that 
only failed to make the required achievements. In addition, the surveying, 
exploitation, utilization, harnessing and protection of our land resources are 
dispersedly carried out by various departments and regions. Tius without 
unified planning and management and with more exploitation and utilization but 
with less harnessing and protection, we have consequently failed to exploit 
and comprehensively utilize our valuable resources in an overall way and con- 
sequently we suffered undue losses. 


All this proves that the work of harnessing land resources is related with the 
long-term interests of mankind and it is also an important guarantee for 
smoothly carrying out socialist < onstruction. We must learn so that we will 
be able to work out scientific planning for economic construcvion, carry out 
our work according to the laws of economy and nature and achieve good economic 
effects. Therefore it is imperative for us to do a good job in harnessing 
land. 


Land Harnessing Requires General Attention and Full Cooperation 





The work of land harnessing involves a wide range of aspects; it is directly 

or indirectly related with almost all production activities. Therefore in 
order to do a good job in this aspect, it is imperative for various departments 
concerned and regions to pay attention to and fully cooperate in land harness- 
ing in a highly comprehensive way. This work also requires a comprehensive 
management organization to unifiedly regulate the relations and steps of various 
departments and regions. The state council has recently decided that the state 
construction commission must take it as their important task to manage the work 
of land harnessing. The commission must also set up a state land bureau to 
manage the daily work of land harnessing. This decision is very important. In 
this way, our country will have an organization that is specialized in the man- 
agement of land harnessing work and consequently this work has entered a new 
stage. 
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In order to do a good job in land harnessing, it is imperative at present to 
grasp well the following three points: 


(1) Carry out systematic and scientific surveys of our land conditions and 
natural resources, including collecting, compiling and studying the existing 
survey results and make scientific analyses and evaluation so as to provide 
scientific information for exploitation, utilization, harnessing and protection. 
Ours ic a vast country with complicated conditions and we do not have enough 
strength for carrying out surveys and scientific research; therefore the sur- 
veying of our land must be carried out according to key points and step by 

step so that we will be able to deal with one region after another and one 
specialized problem after another. 


(2) Study and work out the direction and goal for the exploitation, utiliza- 
tion, harnessing and protection of land resources and work out the related 

land planning. Land planning mainly includes plans for regional comprehensive 
planning; exploitation planning for departments and trades; planning for com- 
munications networks; comprehensive planning for exploitation of rivers; town 
planning; rural area construction planning; big and medium specialized planning 
(such as the harnessing of the Loess Plateau, improving large areas of alkaline 
and saline land, preventing soil from becoming sand, creating large-scale 
forest belts and channeling water among rivers). 


(3) Study, work out and implement the party's and state's principles and 
policies for the exploitation, utilization, harnessing and protection of land 
resources and work out and amend the related rules and regulations. 


Land harnessing is a common task of hundreds of millions of people and there- 
fore it is imperative to mobilize the initiative of various sectors and the 
broad masses of the people. Such work cannot be done by administrative 
directives. We must have definite and correct principles and policies. At 
the same time, it is also necessary to strengthen laws. At present, the laws 
and regulations being worked out and amended by the departments concerned in- 
clude land laws, forest laws, grassland laws and laws for marine environmental 
protection. The work of formulating temporary plans for the use of land for 
state construction must also be enhanced. 


CSO: 4006/3511 
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ECONOMIC MANAGEMENT 


ROLE OF ACCOUNTING IN ECONOMIC RESPONSIBILITY SYSTEM LIMNED 


Beijing CAIWU YU KUAIJI [FINANCE AND ACCOUNTING]in Chinese No 1, 20 Jan 82 pp 9-12 


[Article by Jao Fule [6787 1318 7081] Nanning Silk Textile Mill, Guangxi: 
"How To Perform the Functions of Accounting in Implementing the Economic 
Responsibility System"] 


[Text] Accounting is an important tool for managing the economy. The greater 
the growth of the economy the greater the importance of accounting. Under the 
socialist conditions, the greater the complexity of the production, exchange, 
distribution and consumption processes the greater the need for bringing 

the inherent functions of accounting into play. Our national economy is 
currently in the process of readjustment and restructuring. Following the 
expansion of enterprises’ powers of self-management and the implementation 

of the profit-retention system, state-operated industrial and communications 
enterprises are carrying out the economic responsibility system, and drawing 
on the experience of rural production and distribution. This is a major 
economic reform, a fundamental measure for bringing the enthusiasm of 
enterprises and productive laborers into full play and the only way of 
industrial production and development. In the course of carrying out the 
economic responsibility system, how to give play to the functions of 
accounting as a tool for controlling processes and summing up ideas is a 
pressing problem confronting our financial and accounting workers. 


(I) Views on some questions in carrying out the economic responsibility system. 


1. When handling some economic relations between the state and enterprises, 
it is necessary to substitute multiple-target evaluation for single-target 
evaluation. The economic responsibility system is a good form of effectively 
combining authority, responsibility and profit. The word "contract" stands 
out as its core. That is to say, when handling economic relations between 
the state and enterprises, contracts are entered into to resolve the problems 
of stifling overcentralization and “eating from the same big pot" by giving 
enterprises necessary, powers of self-management and operation. At the same 
time, when handling the relations of distrubution within an enterprise, the 
economic responsibility system is carried through to individuals by dividing 
work according to different levels and lines or by dividing work and 
assigning a part to each individual or group. This will integrate the 
[system of] remuneration based on work with [that of] labor results, thereby 
overcoming egalitarianism, implementing the principle of distribution 
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according to work and bringing the initiative and enthusiasm of workers into 
full play. But whatever the form of distribution, it is not advisable to 
take a single target as the only basis of evaluation when carrying out the 
economic responsibility system. A single target, however effective and 
comprehensive, cannot possibly be taken as the only crite~ion of judging how 
an enterprise is operated and managed or how much it has contributed to the 
State. Take the profit-retention system for instance. Although it has played 
an important part and achieved distinct ecomomic results in economic reforn, 
this system itself still has certain points that are open to question. First, 
it excludes from costs the bonus and welfare funds which are in the category 
of costs. As a result, costs are not integrally and truthfully reflected and 
are rendered no longer comparable, thus running counter to the principle of 
value and cost composition. Second, when the single target of profit is used 
in handling economic relations between the state and enterprises, it does 
not give sufficient expression to the complexity of industrial production and 
to the inherent connections between various economic targets which depend on, 
condition and exclude one another; it exclu:tes other important targets like 
quality, output, variety, consumption and rate of product marketability, 
thereby down-grading enterprises’ role in achieving comprehensive economic 
results. Third, it is apt to run counter to the basic aim of socialist 
production, leading to the tendency to concentrate on profit. Therefore, 
when carrying out the economic responsibility system we should take all these 
factors into full consideration and substitute multiple-target evaluation 

for single-target evaluation, and take multiple te~gets as the basis of 
evaluation so as to ensure better combination of economic authority, economic 
responsibility and economic profit. 


2. When handling the relations of distribution within an enterprise, it is 
necessary basically to maintain the original proportionate structure of 
distribution. The economic responsibility system is developed on the basis 
of the profit-retention system. As far as the units with expanded powers are 
concerned, whatever the form of distribution, it is necessary to overcome 
egalitarianism and shake off the state of “eating from the same big pot" when 
handling the relations of distribution within the enterprises. As for the 
units which adopt piece-rate wages or floating wages, it is necessary to 
carry through to individuals the integration of economic and technical targets 
with the economic responsibility system, on this basis, the units concerned 
should encourage their workers to increase production freely, contribute 
more and overfulfill quotas more so as to earn more while ensuring product 
quality and cutting down consumption. To this end, the units should adopt 
some appropriate control measures: 1) Keeping piece rate unit prices within 
the range of average wages for the same unit of product prevailing prior to 
the restructuring of the system; 2) taking floating wages Linking 
remuneration to output as supplement to wage funds and putting floating wages 
on the planned track for management; 3) maintain a definite connection between 
piece-rate wages for above-quota output and retention of profits, and manage 
this as part of the bonus fund, calculating workpoints according to results, 
and calculating remuneration according to fixed values. In short, the 
original proportions of distribution among the state, enterprises, and 
individuals should not fluctuate too much after introduction of the new 
system. If the proportion of profits going to the state is found falling too 
much, ti should be reflected and controlled through accounting and analysis, 
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and effective measures like appropriate adjustment of quotas should be takin 

to prevent a situation in which enterprise production quotas are set too low 
and are over-fulfilled to such an extent that funds which should fall into 

the category of state revenues are drawn away in disguised forms. In short, it 
is necessary, on the one hand, to embody the principle of more pay for more 
overfulfillment of quotas and, on the other, to full ensure the interests of 
the state. To do so, it will be necessary to go a step further and utilize 

the functions of accounting as a tool of reflection and control. 


3. Success in the conomic responsibility system presupposes raising the levels 
of enterprise operation and management. The implementation of the economic 
responsibility system involves the entire processes of supply, production and 
marketing and touches upon manpower and material and financial resources. 

The system should be implemented in such a way that authority, responsibility 
and profit are effectively combined and the interests of t'iree sides--the 
state, enterprises, and individuals--are properly integra‘ed. Development of 
enterprises’ productive forces depends on the rise in techuical and production 
levels as well as on whether enterprises can raise their levels of operation 
and management and can implement an economic responsibility system that is 
suited to the development of their productive forces. Therefore, fcr 
implementing this system enterprises need not only a set of scientific and 
rational economic and technical quotas suited to their industrial production 
and distribution requirements but also a set of advanced systems of operation 
and management suited to their industrial production and distribution 
requirements. In dealing with the question of distribution within enterprises 
we should evaluate not only the achievements scored by various departments in 
attaining their economic and technical targets but also their achievements 
scored in operation and management; we should put total quality control, 
business accounting ard personnel training under the responsibility system so 
as to ensure product quality by upgrading the quality of work and ensure 
economic results by upgrading product quality and work quality. To this end, 
I think that when evaluating the way the departments concerned are managed, 

we should include the system of personal responsibility, standardization of 
work, civilized and safe way of production, operational determination, and 
market forecast in the range of evaluation. In this way, by raising the 
levels of operation and management the work of carrying out the economic 
responsibility system will be put on a practical basis. 


4. Strengthen accounting's reflection and control [functions] and provide 
information for carrying out the economic responsibility system. Under the 
current system of economic responsibility, the forms of distribution adopted 
by state-operated industrial and communications enterprises are diversified, 
including piece rate wages, above-quota piece rate wages, floating wages 
linking remunerations to output, wages paid according to sales and at profit 
rate, bonuses for overfulfilling quotas, and minor-target bonuses based on 
points. In order to keep abreast of changes in the objective circumstances, 
it is necessary to make corresponding and necessary supplement and revision 
of the existing accounting system. It is suggested that the departments 
concerned conduct a special survey or the question of economic responsibility 
system for state-operated industrial and communications enterprises, study the 
proportionate structure of profit distribution among the state, enterprises 
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and individuals in different industries and different regions, study the 
proportionate relationship between the added living labor expended after 
introduction of the new system and the increase in output value, output and 
profit, find out the level of average personal income from bonuses and the 
range of differences between different regions and different industries, study 
the equilibrium between the total amount of wage and bonus payments and the 
available supply of social commodities. At the same time, the departments 
concerned should keep prompt track of the changes in unit wages and the major 
product among those units that have adopted piece rate wages; centering on 
these requirements, the departments concerned should supplement the original 
accounts and report forms where appropriate and necessary or add the necessary 
items to the original report forms so that accounting can more effectively 
fulfill its functions of reflection and control. 


(II) Some ideas concerning implewentation of economic responsibility system. 


On the basis of the above understanding, it appears advisable at the present 
Stage to record points and calculate remunerations on the basis of multiple 
targets. This is because compared with others this form makes control and 
management easier and can achieve overall economic results. Under this 
premise, the following tentative ideas are advanced for the purpose of 
carrying out the economic responsibility system: 


1. Adopt the method of recording points and calculating remunerations on 

the basis of multiple targets, implement the principle of integrating 
remunerations paid according to work with the economic responsibility system, 
record points according to achievements, fix value, and calculate remunerations 
according to points. 


2. This form of distribution is characterized by bringing "contact" to the 
fore and stressing "increase." Or the basis of enterprise production-increase 
and income-increase plans, the factory department should break up the major 
economic quotas and assign these divided quotas to various shops; the shops 
should break up the divided quotas and spread them among various teams, groups 
and indivivals. Centered on the economic responsibility system, management 
should be divided into different levels, and distribution of bonuses should 
also be managed at different levels. That is, the factory “epartment should 
check up on various shops and administrative offices each month, record points 
and calculate remumerations for them; in turn, the shops should check up on 
teams and groups, record points and calculate remunerations for them, and 
teams and groups should check up on individuals and record points and 
calculate remunerations for them. 


3. The points are divided into base points, added points, and deducted points. 
Those who have attained targets of increased production and increased income 
are credited with base points. Points are added according to how difficult 

it is to overfulfill quotas, and are deducted in light of the effects produced 
as a result of failure to fulfill quotas. Standards should be set 
respectively for these three kinds of points. 
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4. The major eccnomic targets included in the range of evaluation and their 
base points are: 20 points for output, 25 points for quality, and 25 points 
for profit. At the same time, operation and management should be included as 
subjects of evaluation: 10 points for overall quality controi and 5 points 
each for operational determination, equipment management, civilized and safe 
way of production, and standardization of work. 


5. The principles underlying addition and deduction of points are: In the 
case of general targets and management work, addition of points should be 

kept within a certain limit. In the case of key targets (like quality), points 
may be added without limitation so as to arouse shops’ enthusiasm for 
attaining key targets. As to deduction of points, there will be no limitation, 
and where deduction is justified the base points may be deducted down to zero. 
In order to control points and stabilize the value of points, departments 
should keep the total points added within one-third of the total number of base 
points. 


6. In some production shops there are some kinds of auxiliary work without 
quota or target. Considering the difficulties involved in evaluating and 
calculating the points, this kind of auxiliary work may be linked to the 
average points for some basically related kinds of production work, and then 
points may be added or deducted and points may be recorded and bonuses 
determined for the workers in light of their performance at their posts. 


7. In the case of workshop sections of the power sector (like steam, 
electricity, gas and water supply), the number of points to be recorded should 
be directly linked to the points recorded by the beneficiary departments for 
the output achieved and should be combined with the results of management 
work. Then points can be recorded and bonuses determined. 


8. Let the personnel engaged in productive, technical and economic work 

return to their specific fields and come under seven systems of management-- 
planning, technology, quality inspection, labor and capital, supply, equipment, 
and finance. Work out vertical methods of recording points and checking up, 
that is, methods of checking up on and combining specific responsibility 

for production technique with specific-line calculation of points and 
remunerations. In the case of those shop personnel in a specific field, the 
responsible office and shop should respectively check up on 50 percent of 

their base points so that the tasks arranged by the responsible office can be 
implemented at the shop level. 


9. In principle, the department held responsible should assume economic 
responsibility for economic losses caused by production or work errors and 
should receive certain economic punishment. Of the economic losses less than 
1,000 yuan, 10 percent should be deducted from the bonuses earned by the 
department held responsible; for economic losses exceeding 1,000 yuan, 
necessary economic punishment should be meted out and disciplinary action 
taken according to circumstances of the case. 


10. Inspection is an important means of management and control. In order to 
implement the economic responsibility system smoothly, it is necessary to ensure 
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it organizationally by setting up check-up organizations, employing permanent 
inspectors and amplifying the check-up and evaluation systems. 


(IIl) How to ensure accounting is reflection and control function in 
implementing the economic responsibility systen. 


To sum up the above, the economic responsibility system implemented by the 
State-operated industrial and communications enterprises involves a wide range 
and many-sided external and internal connections of enterprises. Under the 
circumstances, where should accounting reflection and control begin? My 
superficial understanding is as follows: 


1. Use accounting's reflection and control functions in correctly handling 
economic relations between the state and enterprises. How to raise adequate 
funds to finance the four modernizations is a major problem confronting us, a 
problem bearing on the overall interests. To improve the macraeconomic and 
microeconomic results is precisely the main way and method of solving the 
problem of construction funds. Accurmulations by state-operated industrial 
and communications enterprises are the important source of the state's 
construction funds, and by using accounting’s reflection and control function 
in correctly handling the economic relations between the state and enterprises, 
the enthusiasm of enterprises can be stimulated to realize the tasks of 
increasing production and revenues. What is the lever to handle these 
relations? I think the first thing to do is determine a rational profit 

base and proportions of profit division through repeated accounting, surveys 
and calculations. This will prevent "whipping the fast-moving ox" and avoid 
a situation in which one gets too much and the other too little. The 
“interests of three sides" should be correctly handled with priority given to 
the interests of the state. Next, select the best production, technology and 
finance plans, and use then as the basis for checking up on enterprises’ 
economic activities. Next, through daily accounting data, promptly reflect 
the information on distribution of profits between the state and enterprises, 
and comprehensively probe into the changes taking place before and after 
introduction of the new system from the angles of labor productivity, rate of 
capital profit, rate of cost reduction, and rat» of product marketability. 

If the economic results of these targets have shown distinct improvements, it 
shows that the new system has played a positive role in achieving better 
quality, high output and low rate of consumption. At the same time, it is 
necessary to analyze further, from the financial angle, whether the growth 
rate of profits delivered into the treasury is compatible with the growth 
range of labor productivity and capital profit. If it is basically 
compatible with the growth range of labor productivity and capital profit, 

it shows these relations have been well handled and an impetus can be given 
to the development of productive forces. Otherwise, either “too much" or 
"not enough" would signify improper handling of these relations, in which 
case the macroeconomic and microeconomic results will be directly and 
indirectly affected. 


2. Use accounting's reflection and control functions in handling the relations 
of distribution within an enterprise. Handling the relations of distribution 
within an enterprise entails a meticulous and complicated process. In order 
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to overcome egalitarianism and bring the production enthusiasm of the workers 
into play to the saximum, it is imperative to apply the law of value on the 
basis of good ideological and political work, implement the principle of 


more pay for more work and the principle of taking bonuses as remuserations for 


above-quota work, determine the forms of distribution in light of the 
production characteristics and the realities of enterprises, work out 
distribution plans and evaluation measures. But ali forms of distribution 
will run into the problem of setting objective standards for determinging 
economic quotas. In my view, economic quotas should be worked out 
scientifically and rationally. In other words, economic quotas should stand 
at advanced average level so that they can really play their part as guide 
and accelerator in practice. Furthermore, economic quctas should dovetail 
each other and balance each other so that they can embody the practical and 
realistic spirit. The process of implementing the economic responsibility 
system is the very process of handling the relations of distribution within 
an enterprise. If we want to handle these relations properly, we should 
proceed with reflection and control from the standpoint of price, production 
costs and wages. Therefore, first of all, we should apply the law of value 
in working out the planned prices and institute strict systems of receipt, 
payment, and settlement among various departaents. Next, we should institute 
a system of cost accounting at the shop level, formulate a system of accounts 
and report forms necessary for shop cost accounting, calculate shop 
production cost and profits each month, and break down the relevant production 
cost and profit quotas of factory department and assign the divided quotas 
to various shops, using them as the basis for checking up on points and 
calculating remunerations. Finally, through repeated calculations, 
balancing, and reduction, we should determine the average value of points, 
which remains basically constant the whole year round, and which shall be 
used by departments as the basis for calculating and distributing bonuses 
each month. This average value of points is based on enterprises’ plans for 
points and remumerations, which have been worked out according to state 
provisions and in light of the total annual profits projected and the total 
amount of bonuses that may be made available for distribution. As to 
redistribution of bonuses among teams, groups and individuals, departments 
should determine the value of points in two or three groups according to the 
technical levels and labor intensity. The value should be determined 
without breaking through the level of bonuses earned by departments. Points 
should be recorded and remunerations calculated in light of production or 
work achievements so as to embody the principle of paying remunerations 
according to work. In the case of those teams and groups within a shop 
with insufficient individual production tasks, points should also be 
recorded and bonuses determined on the principle of taking care of neighbors 
and at the average bonus level for shops. In this way, cooperation within an 
enterprise can be fully embodies. In short, through accounting's 

reflection and control functions, we should overcome egalitarianism and 
properly handle the relations of distribution within enterprises. 


3. Apply accounting in reflecting and controlling expenditure of living 
labor. Whatever the form of distribution the economic responsibility system 
currently implemented by state-operated industrial and communications 
enterprises will bear upon the question of expending living labor in the form 
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of wages and bonuses. And saving the working time in a matter of great 
importance at a times and under all comditions. For this reason, we gust 
pay utmost attention to this question. In the case of expenditure of living 
labor as reflected by somey, all departments throughout the area include 
peveent of workers’ bonuses and welfare costs in production cost, but the 
majority of enterprises exclude from costs these outlays which should fali 
into the category of costs while some enterprises with expanded powers, 
which hawe adopted plece rate wages or above-quota piece rate wages in 
product costs. Thus, accounting requirements are not unifors and reflection 
is not comprehensive and integral. I therefore suggest returning bonuses 
and welfare costs (retained from profits) to the production cost table and 
adding a supplementary table as additional data. ‘'n addition to providing 
the macroeconomy with data for studying the national income and the 
proportionate relations between accumulation and consumption we should stress 
study of the proportionate relations between expenditure of living labor 
reflected in monetary form on the one hand and the output value, output 

and profit provided on the other, thereby studying at what level the 
structure of proportions between regions and between industries should be 
placed so that more accounting information and data can be provided for 
improving the reward system and working out feasible plans. 


We are ‘3 an era of economic ascendency, and economic readjustment, 
restructuring, reorganization and upgrading are developing in depth and 
breadth. In this process, new circumstances and problems are bound to 
arise while the quality and efficiency of work on each front will produce a 
great impact on the four modernizations. Under such circumstances, how 
accounting work should meet the new situation and requirements in theory 
and practice is an important problem confronting us, a problems which calis 
for urgent solution. Our financial and accounting workers should be good at 
thinking, deligent in studies, courageous to exploring and daring in scaling 
new heights. They should fulfill the glorious miss m given by the party 
and the people, and make greater contributions to the four sodernizations. 


9780 
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LOOMOMIC MANACEMENT 


LOONOMLC RESPONSIBILIVY SYSTEM IN INDUSTRIES, COMMERCE DISCUSSED 
Shanghai JLEFANC RIBAD in Chinese 4 Feb 82 p 4 


|Article by Xu Jiashu [1776 1367 2885) and Chen Huanging [7115 3183 7230): 
“Probe of the Economic Sesponsibility System in Industry and Commerce™| 


Text) The aature, function and significance of the various forms of the eco- 
nomic responsibility system sow emerging in all branches of the national economy 
are in the process of being probed into by the press, and this article pro- 
poses to talk about the Shanghai situation. 

The “Resolution on Certain Questions in the History of the Party Since the 
Founding of the PRC,” while summarizing the experiences of our country's 
socialist construction, points out that we gust, under the prerequisites of 
maintaining the basic socialist system, strive to reform those specific systems 
mot suitable to the needs of the development of the forces of production and 
which are not beneficial to the people, and that we gust institute specific 
management and distribution systems that are suitable to each segment of the 
economy. We believe that the economic responsibility system now being prac- 
ticed in industries and commerce is one kind of specific management system 

tory ed under the leadership of state planning in the process of systematically 
reforming and revising the economy, and which has as its goal the increase of 
beneficial results for the economy and which closely integrates economic re- 
sponsibility, economic jurisdiction and economic benefits. “Viewing the Shang- 
mai situation, the economic responsibility system is at present being practiced 
in two segments. One is the economic responsibility system of enterprise to- 
wards government, or, as it is known, the enterprise economic responsibility 
system. It focuses primarily on the resonsibility for profits and losses, and 
its main point is to resolve the economic relationship between enterprises and 
the state and correct the malpractice of “eating from the same pot.” The spe- 
cific forms it takes are retention of some profits, using taxation in place 

ot taking profits, sinimum-profit contracts or profit-loss contracts. Since 
\pril 1979, 1,434 industrial and commercial enterprises have begun practicing 
retaining portions of profits and using taxes in place of profits, accounting 
for 74 percent of the enterprises under the local industrial bureau, 87 per- 
cent of the total output value, 84 percent of total profits and 75 percent of 
the total number of workers and staff members. The second is the economic 
responsibility system for each category of personnel within an enterprise, 

also known as the inner-enterprise economic responsibility system. It focuses 
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primarily on linking remuneration to production, and its main point is to 
manage well the distribution relations within an enterprise and overcome 
egalitarianism. Its specific forms include bonuses based on workpoints, 
bonuses for piecework in excess of the quota semi-piece work wage systems, 
floating wage systems, cadre joint responsibility-reward systems, etc. This 
gradually took shape during the process of consolidating and implementing 
distribution according to work in the enterprises, and while uniting the es- 
tablistment and strengthening of the labor system of personal responsibility 
with the improvement of the reward system. At present the scope of the trial 
implementation is already quite broad, but the depth is insufficient, and in 
particular the combination of responsibiiity, rights, and profits is still far 
from perfect. Economic resonsibility has focused on the demands of profit and 
loss, but its stress on total economic responsibility is insufficient. Econo- 
mic jurisdiction mainly broadened some property rights; other rights are 

still quite minimal. Economic benefit is also only linked to bonuses and its 
relationship with basic wages is very slight, with the result that some enter- 
prises concentrate on profits alone, neglect variety and quality in their 
products, lose control over bonuses, and other problems. At the same time, 
economic departments responsible for work should also establish relevant re- 
sponsibility systems in accordance with the internal relations of the econo- 
mic responsibility system, and stringent .»ntract systems must also be 
established in and among enterprises in order to form a comprehensive economic 
responsibility system linked from bottom to top and integrated horizontally 
and vertically. These make clear that there must be a thorough understanding 
of economic responsibility systems and that economic responsibility systems 
need undergo a process of gradual perfection. 


The close integration of economic responsibility, economic jurisdiction and 
economic benefit is a basic feature of the economic responsibility systen. 
Economic responsibility, economic jurisdiction and economic benefit are 
mutually linked and condition and supplemert each other. With responsibil- 
ity as the foundation, the state makes use of the means of production turned 
over by cadres, workers and managers in an enterprise. An enterprise needs 
to accomplish the tasks determined by the state in order to make more con- 
tributions to the state and achieve the best economic results. This is the 
starting point and fmidamental goal of establishing an economic responsibility 
system. However, without the relevant jurisdiction, responsibility cannot be 
undertaken and the goal of increasing economic results will also not be 
obtained. So, authority is the prerequisite and condition for fulfilling eco- 
nomic responsibility, and profit is the impetus. If we do not pay attention 
to economic profit, the initiative of enterprise and laber will not be brought 
into play, nor will we be able to solidify a better economic responsibility 
system. In establishing an economic responsibility system the inseparable 
combination of responsibility, jurisdiction and benefit must be strived for in 
order to bring the stimulating role of the economic responsibility fully into 
play. In the past many factories have established personal responsibility 
systems, technological responsibility systems, safe production systems, quality 
control responsibility systems, etc., in accordance with the demands of 
socialized mass production. The state has also dete ‘mined output, output 
value, variety, quality, profit, depletion, and other economic and technologi- 
cal norms for enterprises. It should be said that this is one kind of 
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responsibility system. However, [when] the entire economy is an organized 
system of “unified receipts and expenditures" and “eating from the common 


pot, it does not recognize the relatively independent enterprise status of 
commodity producers. If an enterprise does not have its own economic bene- 
fit, there will be no direct connection between the quality of management and 
economic benefits. Therefore, these systems cannot play the proper roles of 
promoters. Now we crown responsibility systems with the word "economic," and 
this imbues it with new meaning. It links enterprises together with economic 
benefits and economic results, and links the income of the individual workers 
to the size of production achievements, which is conducive to overcoming the 
malpractice of “eating from the common pot" and the persistent ailment of 
egalitarianism. This will cause the enterprises and the workers, with both 
the pressure of undertaking economic responsibility and the power to assume 
economic responsibility, and with the impetus to increase economic results, 

to bring their initiative into play and promote the development of production. 
In 1980 the total output value and the growth of total profits of the indus- 
trial and commercial enterprises throughout the city that practiced retaining 
a portion of the profits and used taxes in place of profits generally exceeded 
the level of units throughout the area. 


The emergence of the economic responsibility system was certainly not fortui- 
tous. It was determined by the levels of development of the forces of produc- 
tion and by the economic features of our country's present stage of socialism. 
In the past Comrade Mao Zedong pointed out that "Socialist production relations 
have already been established. It is in mutual conformity with the develop- 
ment of the forces of production. However, it is still far from perfect, and 
these imperfections and the development of the forces of production are 
mutually contradictory as well." The establishment of our country's fundamen- 
tal sccialist system has opened up vast vistas for the development of economic 
construction. Yet there are still some unripe and imperfect areas in the 
internal structure of socialist production relations and in specific economic 
Management systems. Our task is to transform and improve unendingly the 
socialist production relations based on the demands of our country's develop- 
ing forces of production, and in each stage create specific forms of produc- 
tion relations which are correspondingly suitable to and convenient for con- 
tinued advancement. This is the essence of our country's carrying out syste- 
matic reformation and practicing the economic responsibility system. 





The reformation of production relations not merely changes an old form of 
system of ownership into a new form of ownership. There is one more important 
aspect, and that is the unending revision and perfection of the internal 
structure of new systems of ownership and the exploration and creation of 
specific management systems that are beneficial to economic development. In 
1956 our nation victoriously achieved the socialist transformation of the 
private ownership of the means of production. This was a major change in 
production relations. However, due to our country's starting with the form 

of state ownership and following that set of measures used by the Soviet Union 
in the early 1950's that put into practice the economic management system of 
highly centralized state power and which regarded administrative means as the 
dominant factor, this kind of abuse, following the development of the forces 
of production, was increasingly exposed and it severely fettered the initiative 
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and zeal of enterprises and the working masses. The conducting of the reforma- 
tion of the economic system and the practicing of the economic responsibility 
system that began after the 3d Plenum of the llth Party Central Committee was 
an important test for further liberating the forces of production and trans- 
forming production relations. 


Under the conditions of guaranteeing and maintaining the state's ownership, 
expanding enterprises’ managerial autonomy and partially entrusting the right 
of possession, use, and disposition of the means of production and the pro- 
ducts of labor to the responsible persons in enterprises and to all the work- 
ers has served to concretize the form of socialist ownership by all the people. 
Due to the partial separation of rights of possession, use, and disposition from 
ownership rights, each industrial and commercial enterprise possessed to vary- 
ing degrees the status of a relatively independent goods producer. Thus, in 
and among enterprises and labor there was the need to implement the principles 
of exchange at equal value and the exchange of equal labor for equal labor. 
There must not be the practice of indiscriminate transfer of resources and 
free use of the labor of others, but there should be the establishment of the 
interrelation of mutual aid and cooperation and equality and mutual benefit. 

In the aspect of distribution relations, due to the recognition of the princi- 
ple of material gain and the existence of permissible differences, economic 
profit should be linked to successful management and further embody the prin- 
ciple of from each according to his ability, to each according to his need. 

In brief, viewed from each aspect of production relations, the reformation of 
the economic system and the establishment of the economic responsibility system 
are major reforms of socialist production relations carried out in keeping 
with the nature of the present phase of ownership by all the people and the 
level of development of the forces or production. Just as leading comrades 

of the Central Committee have pointed out in previous times, its signifi- 
cance is no less than the socialist transformation of privately owned indus- 
trial and commercial enterprises. 
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ECONOMIC MANAGEMENT 


FLAWS IN COMMERCIAL MANAGEMENT RESPONSIBILITY SYSTEM CITED 


Beijing ZHONGGUO CAIMAO BAO [CHINA FINANCE AND TRADE JOURNAL] in Chinese 
4 Feb 82 p 2 


[Article by Tian Jungian [3944 0193 6197]: "The Management Responsibility 
System in Commerce Urgently Needs Improvement" ] 


[Text] In Hebei province at present, 46.4 percent of the units in the 
commercial and supply-and-marketing sectors have instituted the system of 
management responsibility, which has helped improve enterprise management, 
arouse the enthusiasm of staff members and workers, and eliminate egualitar- 
ianism in distribution. But in some enterprises, because the leaders and the 
staff members and workers did not fully understand the significance of the 
system of management responsibility and did not correctly handle the relation- 
ship between "responsibility, authority and profit," there have appeared 
certain tendencies that require attention. 


First, individuals contend with the enterpiise for profit; enterprises contend 
with the state for profit. Some enterprises’ base contract figures are too 
low, their percentages of profit retention too high. The leaders of some 
enterprises try in every way to distribute more profits among their staff 
members and workers. After adopting the system of profit retention, the 

seven restaurants under a municipal food and drink company realized 15.2 
percent less profit in August-September last year than they did in the same 
period of the previous year, but profits distributed among their staff members 
and workers were 24 percent more than what they received in the same period of 
the previous year. , 


Second, among some enterprises, the practice of crossing over from one's own 
field to operate in someone else's field is widespread. There are now vege- 
table stores selling clothes, restaurants selling leather shoes, and department 
and piece goods counters selling cement. In short, they will do business in 
any field that is more profitable. Last year, one country gathered more than 
20 million jin of persimmons. This product should have been handled by the 
Grocery Company, but the Candy, Tobacco and Liquor Company, the Trade Exchange 
and several basic-level supply-and-marketing cooperatives all vied to handle 
this trade. The number of freight cars they requested in their plans submitted 
to the railroad bureau was more than necessary to transport all the persimmons 
actually produced. The purchasing agent of a supply-and-marketing cooperative 
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used personal relationship to deal in polyethanol chloride, making a personal 
profit of more than 1,100 yuan from just one transaction. 


Third, some unhealthy tendencies in the sphere of commodity circulation have 
come to the fore. Some staff members and workers cultivate personal relation- 
ships and use backdoor influences to deal in fast-selling commodities in order 
to get a bigger portion of the profit. A staff member of a county native 
products company used 10,000 yuan of the enterprise's circulating fund to deal 
in plastic pipes through personal relationships. Within a month, apart from 
turning over 1,000 yuan as contract profit, he netted for himself a profit 
portion of more than 3,000 yuan. What merits attention is the fact that the 
leaders of some enterprises not only failed to check such unhealthy tendencies 
but supported and encouraged them. 


The chief reason leading to these problems is that a considerable number of 
enterprise leaders used the system of managment responsibility merely as a 
means to solve long-standing problems or to turn losses into profit. Some of 
them even believe that since the system of production responsibility in agri- 
culture has enabled some of the peasants to get rich, in commerce too some of 
the people should receive help to get rich first. Therefore, when instituting 
the system of management responsibility, they neglected responsibility while 
emphasizing profit. A county department store suffered losses two years ago. 
For the first quarter of last year, it practiced the system of management 
responsibility. By that time both the business space and the number of employ- 
ees had doubled that of the first quarter of three years before, but the 
contract profit was set at pretty much the same level as the average first- 
quarter profit of the previous three years. As a result, the profit target 
was greatly exceeded, and the staff members and workers averaged more than 100 
yuan in profit each person, with some counters distributing 300 yuan to each 
person. 





Since the system of management responsibility combines responsibility, author- 
ity and profit, the first thing to make clear are the responsibilities of the 
enterprise and the staff members and workers. If we are bound to make the 
staff members and workers think that money is all important. This will have 
an adverse effect on the management of the enterprise. A county department 
store has set the figure of its contract profit base so low that the personal 
benefit of its staff members and workers increased from 20 to 40 yuan. As 
they receive more money, their thinking becomes more confused. Recently the 
Ministry of Commerce issued the Rules and Regulations for Commercial (Service 
Industries) Workers. Some comrades proposed posting the announcement in 
public for the masses to use in judging the performance of the commercial 
workers. But some people said: "No use posting it. It's not worth a single 
yuan!" A contrasting case is a department store in Xincheng county. Since 
adopting the management responsibility system in January last year, in the 
spirit of “one principle, two services, three viewpoints," the store laid 
down clear responsibilities for all employees, from managers to staff members 
and workers. Although the staff members and workers average less than 9 yuan 
of bonus per month, their enthusiasm is high. They have done well in policy 
implementation, operation style, production promotion, and fulfillment of 
cccuomic targets. A salesman offered to sell the store 1,000 sewing machines 
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made in Dalian--a fast-selling commodity sure to bring profits. But the 
people in the store said: "Uurs is a socialist enterprise. We mst be 
responsible to the state and serve the consumers. We cannot handle transactions 
of goods that come from dubious sources." The store organized people to help 
commune- and production brigade-run enterprises develop small products which 
the big factories do not make but which the people need. The store's pur- 
chases and sales for the first 10 months of last year were 8.6 percent and 6.8 
percent higher respectively than those of the same period of the previous year, 
and previts increased by 1.82 percent. Facts prove that in practicing the 
system of management responsibility, we should first define responsibilities 
and manage the enterprise well, and profit will take care of itself. On the 
contrary, concentrating only on the distribution of benefits often leads to a 
negative result. The restaurants under the Food and Drink Company of 
Shijiazhuang practiced a wage system that includes a percentage from surplus 
profit. The Jiefang Road Restaurant spells out responsibilities for all 

posts, from party secretary and manager to waiters and waitresses. In every- 
thing they do, they put responsibility first and benefits last. Business has 
been gettting better all the time. Their sales for the first 11 months of last 
year was 15.96 percent more than the same period of the previous year, expendi- 
tures were 1.62 percent lower, profit increased by 40.86 percent, and the 
income of staff members and workers increased by 22.57 percent. Another 
restaurant did not define responsibilities and cared only about making more 
profit so as to distribute more benefits. Business has declined to such an 
extent that last September the restaurant could not meet its payroll. It is 
clear that in practicing the system of management responsibility in commercial 
departments, it is important to integrate responsibilities, then delegate 
authority, then give benefits. Only by stressing responsibilities first can 
the commercial departments serve as an effective link and provide better 
service to production and the people's life. 
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ECONOMIC MANAGEMENT 


CAUSE OF ECONOMIC CRIMES, ABUSE OF OFFICIAL POWER DISCUSSED 
Beijing ZHONGGUO CAIMAO BAO in Chinese 22 Dec #1 p 3 


[Article by Li Jiling [2621 3444 3781]: "A Tentative Analysis of Economic 
Crimes" ] 


[Text] Economic Crimes With New Characteristics 


The economic crimes through abuse of official power which have been brought to 
light in recent years have attracted great attention. 


During these years, the exposed cases of graft and embezzlement involving more 
than 10,000 yuan in renminbi, 10,000 jin of grain, and ration coupons totaling 
more than 10,000 feet of cloth--known as "10,000 brand cases"--have been on 
the increase. At the same time, more serious cases of the same nature but in- 
volving several tens of thousands of yuan in renminbi and tens of thousands of 
jin of grain have also been brought to light one after another. For example, 
in 1979, the case of Wang Shouxin [3769 1343 2450] and his cohorts in 
Heilongjiang Province involved more than 530,000 yuan; the accountant of an 
engineering company in Dukou Municipality, Sichuan Province, misappropriated a 
total of some 262,000 yuan by falsifying accounts for 7 consecutive years; and 
the storekeeper of a flour mill in Huaiyin Prefecture, Jiangsu Province, col- 
luded with some boatmen to steal 13 boatloads of wheat totaling 295,000 jin. 





Economic crimes committed by the leading members of enterprises through abuse 
of official power are also numerous. For example, the director of a carpet 
plant accepted a "supply and marketing" job in a commune knitting mill and 
earned his "wages" by supplying materials. This and his other criminal acti- 
vities in speculation and profiteering gave him an illegal income of more than 
2,600 yuan. Again, a deputy secretary of a certain county party committee, in 
a grandiose construction scheme, built a red brick house with a floorspace of 
more than 26 square meters which occupied the land of two units, using the 
building materials of 35 units, the motor vehicles and tractors of 18 units and 
the labor power of 10 units of some commune and agricultural and forestry farms. 
This is a serious encroachment on state and collective interests. 


Economic crimes through abuse of official power are committed in an artful way, 
because they are often covered by a "legitimate" mantle. For example, bribes 
are paid and accepted in the name of "wages," "social intercourse expenses" or 
"subsidies." 
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Economic crimes through abuse of official power, with these new characteristics, 
can seriously jeopardize the economic interests of the state and the people, and 
are a direct obstacle to the smooth progress of the four modernizations. They 
also seriously corrupt social values and corrode the people's minds. 


Loopholes, “Hotbed" and "Protective Layer" 


There are many causes of graft and embezzlement, and speculation and profiteer- 
ing by abusing official power. Decadent bourgeois ideas are the subjective 
cause of these crimes, as shown by the oft-heard saying: "I will take the 
gains and you will hold the sack." However, there are also objective factors, 
such as loopholes, "hotbed" and “protective layer" to encourage these crimes. 


Loopholes exist in the control systems of enterprises, finance and materials. 
For example, in accounting, no separate accounts are kept for receipts and 
expenditures; the same person controls both money and supplies; and incoming 
and outgoing goods are not checked. In some units, the blank forms of letters 
of introduction, bills of lading, or bills of consignment, are not properly 
kept so that anybody can pick them up. Some commune- and production brigade- 
run enterprises are only concerned with money, so that as long as extra income 
can be made, other people are welcomed to use their bank accounts, sales 
vouchers and even the official seals with no questions asked. Some people of 
highly questionable integrity, and even with criminal records, are put in 
charge of money and supplies without their personal records being checked 
beforehand. In many plants and enterprises, unhealthy tendencies, as shown by 
their expenditures on gifts and entertainment, have assumed alarming dimen- 
sions. All these practices provide facilities for graft, embezzlement, specu- 
lation and profiteering, and serve as the soil for the breeding of economic 
crimes through the abuse of official power. 


Bureaucracy provides a “hotbed” for grafters. Facts have proved that in those 
units where shocking cases have been brought to light, bureaucracy is also more 
rampant. Some leading members do not get deeply in touch with realities and 
have no idea of the conditions or weak links in their unit's control of money 
and supplies. Others are only concerned with the supplies obtained by their 
subordinates and never care to find out if these supplies have been obtained 
in the proper or legal way. For example, when the discipline inspection com- 
mission of a certain county investigated a case of graft involving a deputy 
factory director who was a party member, a leading member of the county party 
committee stepped out to obstruct the investigation on the grounds that this 
deputy factory director was good at obtaining supplies. Later investigation 
revealed that this deputy factory director was guilty of not only graft but 
also malfeasance. He was given a jail sentence of 3 and 1/2 years according 
to law. It was also discovered that he had seven accomplices. In combating 
and guarding against economic crimes through the abuse of official power, it 
is imperative that bureaucracy be resolutely overcome. 


"Protective laver" refers to the “human wall" set up by those engaging in 
corruption and embezzlement or speculation and profiteering. Some of those in 
the "human wall" are clearly aware of the problem of the economic criminals, 
but deliberately refuse to expose them. Others may obstruct the investigation, 
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while still others may protect them in every possible way, sometimes even by 
handing over the letters of exposure from the masses to the grafters them- 
selves. The misappropriation of more than 260,000 yuan by the accountant in 
Dukou Municipality, Sichuan Province, as mentioned earlier, is a case in point. 
Some people concerned had repeatedly reported to Jia Yongnian [6328 3057 1628], 
the company party committee secretary, that the family of the accountant was 
spending far more money than his salary permitted, and requested that his 
accounts be audited, but this secretary, who had been bribed, paid them no 
heed, and no auditing was carried out. Again, the director of a leather 

plant in Huaibei Municipality made more than 32,000 yuan in only 2-3 years from 
graft and embezzlement. After he was exposed and arrested, the staff officer 
director of the county party committee and the deputy secretary of the suburban 
party committee under the county perty committee, who had both been bribed by 
the defendent, made repeated attempts to silence the witnesses and to attack 
and slander the judicial organs. Some people, having no official power to 
abuse but having been "fed" by the defendent, also tried to fabricate evidences 
to protect him. From these instances, we can see the complicity of this “pro- 
tective layer” in the economic crimes committed by the pexson it shields. 


Punishment of Economic Crimes According to Law 


Economic crimes through abuse of official power should be punished according 

to law. At the same time, we must make serious efforts to fill the loopholes, 
to demolish the "hotbed," and to break through the "protective layer" so that 
every one of the broad masses and cadres can be free to combat economic crimes. 
In the investigation or trial of cases of economic crimes, we should ascertain 


the causes of the crimes and offer our proposals for due precautionary measures 
to be taken. 
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ECONOMIC MANAGEMENT 


MODERNIZATION OF MANAGEMENT IN ELECTRIC POWER ENTERPRISES REVIEWED 
Beijing DIANLI JISHU [ELECTRIC POWER] in Chinese No 12, 5 Dec 81 pp 1-8 


[Article by Ji Zhi [1323 2535] of the Ministry of Electric Power: 
"Modernization of Management in Electric Power Enterprises"] 


[Text] Affected by fierce competition, business enterprises of capitalist 
nations, have placed special emphasis upon business management and administra- 
tion as monopoly of capital became highly centralized, as the scale of 
production expanded dramatically and as science and technology progressed 
daily. They are paying a lot of attention to research and the use of new 
management theories and management techniques, and are widely utilizing modern 
communication tools and computational means. Thus, management and administra- 
tion of enterprises are constantly being refined and updated so that they can 
survive and grow and achieve the goal of exercising monopoly over their 
products in competition. A lot of the experience of business administration 
and management of capitalist enterprises to improve quality, business methods 
and the labor production rate is worth learning by our nation's socialist 
enterprises. Therefore, we should study this experience to promote the 
modernization of business management of our nation's socialist enterprises. 


I. The Major Tasks of Modern Business Management 


The scope of modern business management and administration is very broad. A 
tightly Linked network from production, transportation to marketing is formed. 
Scientific management methods and management means must be fully utilized 
before the enterprises can be assured of achieving good business results. 
Viewing the history of development of business management, we see that business 
management during the beginning period of development under capitalism still 
used the management method of handicraft industries. Later, as production 
techniques advanced and as the production scale expanded, business management 
became more and more thorough, and such methods as fixed quota management, 
quality control and standardization emerged, and they gradually formed a 
complete factory management system. As monopoly capital developed, trust 
organizations, ‘adustrial groups and international corporations were estab- 
lished, and business management developed from within the enterprises to among 
the professions. The organization and implementation of business management 

by these monopoly groups were characterized by the central task of establishing 
company policies. The parent company widely established various types of 
specialized departments and led and managed all subsidiaries (subsidiary 
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companies). “Brain trusts," "think tanks" and “advisory councils" were estab- 
lished to carry out leadership by groups of experts. In business management 
theory, emphasis changed gradually from technology and science to behavioral 
science, and “independent management", “goal management", “overall quality 
management" and such new management systems were developed and established. 

In management facilities, information transmission systems and computer systems 
for information search were widely used, magnetic tape recording equipment and 
highly efficient copying and direct dialing equipment and such new types of 
recording and telephone equipment were widely utilized. The tasks of business 
management started out mainly as tasks to benefit management and competitive- 
ness. Centralized authority and division of authority were not fixed and 
unchanged. Generally speaking, the authority of more independent enterprises 
was more scattered while in enterprises with more coordination and more 
cooperation, authority was more centralized. Enterprises with complete 
production, supply and marketing systems have greater authority to operate 
independently whil enterprises with scattered production, supply and marketing 
have less authority. In general, the emergence and establishment of all 
business management systems started out from increasing the labor production 
rate and improviny the results of business management. 





The electric power industry is an enterprise in which the three processes of 
production, supply and marketing are closely linked together and are inseparable. 
Therefore, the authority of the enterprise should be relatively scattered. But 
because the power network closely links together each of the power generating 
and supply enterprises, unified management and unified control must be carried 
out. Therefore, the authority of the enterprise needs to be relatively 
centralized. Based on the production characteristics of the electric power 
industry in combination with the actual situation in our nation and in refer- 
ence to the experience of foreign business management, we have proposed some 
views and opinions regarding how business management can be modernized in our 
nation's electric power industry. 


Strengthen Understanding of Business Management 


Whether business management is done well will directly affect the business 
results of an enterprise and the future development of the enterprise. We 

did not sufficiently understand this point in the past. This was due to 
relying on “eating from the big pot" practiced by socialist enterprises of the 
system ownership by the people in the past. Even when an enterprise suffered 
losses year after year, its production and development would not be affected 

at all. Similarly, even if the enterprise produced a surplus and realized 

a profit because of improve management and administration, it would not benefit 
the enterprise itself and its workers. This means the enterprises did not 

bear business and economic responsibilites, and in this way, the enthusiasm 

of the enterprise and the workers was not fully mobilized. This situation will 
be gradually reformed as the national ecunomy is readjusted in the future. 
Therefore, elevating the standard of business management and utilizing modern 
methods of business management have already become important tasks of all 
state-run enterprises. In this regard, we must never refuse to actively utilize 
advanced managment methods and resist modern business management just because 
our nation's economy is still relatively backward at present and just because 
our professional abilities are still relatively low. We should see that only 
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by continually improving business management can we free our national economy 
from the backward situation and elevate it to the world's advanced level. 
Therefore, leading cadres, managerial personnel and technicians of the 
enterprises must all exert efforts to learn from the experience of modern 
business management and study the problems in the management and administration 
of their own enterprises and to improve the level of management and administra- 
tion of the enterprises. In modern business management, there are many methods 
which we are not familiar with. For example, the experience of applying 
branches of modern mathematics such as probabliity theory, cybernetics, 
operations research, optimization and game theory in business management 
requires us to continue to learn and improve in practice. 


Exert Efforts to Carry Out the Basic Work in Business Management. 


Basic work in business management is the most fundamental work. If basic 

work is not done well, even with modern production facilities, they will not 

be able to develop their function very well. In the actual situation of our 
nation's electric power industry, basic work is what we frequently call “the 
three basics", i.e., basic level buildup, capital work and fundamental results. 
Basic level buildup is grasping the establishment of work teams and groups. 
Among these basics, on-the-spot rules and regulations are the main points. 

In the enterprises of our nation's electric power industry, these refer to the 
“three regulations", the “twelve systems” and "four supervisions”™ that have 
been effectively implemented for many years. The “three regulations” are 
safety regulations, operating regulations and inspection and repair regulations. 
The “twelve systems" are the work post responsibility system at each level, 

the democratic management system, the statistical system, the safety manage- 
ment system, the inventory management system, the fuel management system, the 
materials and data management system, the management system for technical 
reforms, and the economic accounting management system. The “four supervisions” 
are supervision of chemicals, insulation, meters and metals. Basic work 
includes establishing systems for organizing and analyzing various primary 
records, measurements and statistical data, systems for inspecting and summari- 
zing each plan and fixed quotas, and systems for statistical analysis of all 
minor indices and economic accounting for work teams and groups. Basic result 
means that the worker at each post should be skilled in the work of his own 
post so that each will possess his three skills and three abilities. 





The basic tasks described above constitute the basic management systems that 
have accumulated over a long period and that have been effective in the 
enterprises of our nation's electric power industry. As the electric power 
industry becomes modernized, these basic management systems must still be 
continued and must be reformed and perfected through practice. In addition, 
as the enterprises are readjusted and reformed, we must also establish some 
necessary systems, such as an economic responsibility system, worker's 
evaluation system and an economic contract system. 


Making Business Management Organizations Sound and Rational. 
The establishment of business management organizations should be based on the 


needs in the development of the enterprises themselves. It should not be the 
same for all and it should not remain fixed and unchanged for long periods. 
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Without an advanced and highly efficient business management organization, 
modernized business management cannot be realized. Im recent years, the form 
of business management organizations in the nations of the world has gradually 
developed from a linear leadership system, a division of labor according to 
function, a regional responsibility system and a committee leadership system 

to a matrix system of leadership. The matrix system has developed on the 
foundations of the present system of division of labor according to function. 
Some specialized departments are established according to need above the 
functional departments so that various types of transverse links can be 
established to coordinate and supervise completion of business plans. For 
example, some companies have marketing and sales departments that uniforaly 
manage advertising and marketing of the products of all subsidiary enterprises. 
Some companies have materials departments that uniformly manage the supply of 
raw materials and materials of every subsidiary enterprise. This type of 
organization is beneficial to improving the competitive ability of the enter- 
prise and the results of management of the enterprise, but sometimes certain 
disputes also occur. This type of management system is similar to our nation's 
Nuclear Power Bureau or the Communications Bureau. As long as its scope of 
duties is rationally determined, it would not only be beneficial to strengthen- 
ing the leadership of this prefession, it would also be beneficial to hastening 
the development of this profession. 





According to the characteristics of electric power production combined with 
the actual situation in our nation, we see that in the management system of 
the entire electric power industry, implementation of a production system and 
a production command system centered around power network management and 
supplemented by management under administrative regions are still more rational. 
In basic level enterprises, the system of management by division of labor 
according to function should replace the current regional responsibility 
management system to make it easy to decrease the number of managerial levels 
and to improve work efficiency. In addition, some of the tasks that are 
suitable for developing specialization should be gradually unified or central- 
ized. For example, to carry out major repairs of power plants, a centralized 
inspection and repair team should be established under unified arrangement to 
facilitate full development of manpower and material strength. 


Modernization of Production and Management Facilities 


Modernization of production facilities and modernization of management facili- 
ties are all fundamental to good business management. In the operation and 
management of the power network, we must establish a sound communications 
dispatch system and a computer system so that they can utilize independent 
carrier waves or microwaves and such communications methods to establish 
direct links between the dispatching departments at each level and the dis- 
patchers, an automated system for remote testing, remote communications and 
remote control of the centers of the power network, utilize computers to carry 
out off-line computation or on-line control, and equip the system with screen 
displays and emergency recording and memory devices to realize man-machine 
conversation, information transfer, data search, and calculations for the 
optimal plan. In the automation of generators of power plants, major large 
power plants must gradually utilize computers for automatically controlled 
starting, shutdown and regulation of generators to operate them under the best 








conditions. In the operation of substations, we must develop towards unmanned 
substations, gradually utilize computers for remote testing and remote control 
and mobile inspection vehicles to inspect and handle emergencies. In power 
supply, sound frequency control of electricity users should be gradually 
established and automatic recording meters and devices should be installed, 
and gradually computers should be used to show the consumption of electricity 
by the users and for automatic calculation and printout of electricity bills. 
For communication within the enterprises, we should widely utilize highly 
efficient copying equipment, telecommunications equipment and modern communi- 
cations equipment, automatic direct dialing and computers to select the optimal 
plans and decisions. Our nation still does not possess some of these modern 
facilities. They should be test produced or imported after key selection. 


Gradually Develop Diversification According to Conditions 


Capitalist enterprises, in order to survive and develop, have already taken the 
development of diversification as an important decision in the fierce competi- 
tion of commercial products. This type of diversification is also called 
multiple angle business or multilateral business. After diversification, an 
enterprise not only can open up and expand its scope of production, change 

the structure of products of the enterprise at any time so that the enterprise 
can occupy a stable and favorable position in competition in the world market 
of commercial products that changes dramatically every instant, it can also 
fully utilize its production equipment and labor force and increase the produc- 
tion of commercial products suitable for the market so that the enterprise can 
realize greater profits. Although the electric power industry of each capital- 
ist nation also produces a single product, the development of diversification 
is heavily emphasized. Many enterprises of the electric power industry are 
trying to break away from the single product and are actively developing joint 
thermal-electric power management, joint hydraulic-electric power management, 
joint gas-electric power management, and joint electric power-electrical 
appliance sales, etc. Our nation is a nation of socialist enterprises. Because 
the economic nature is different, therefore in considering how to improve 
management and aiministration of the enterprises of the electric power industry, 
we should reform the economic system and fully develop the potential of the 
enterprises to improve their level of management and administration. According 
to the needs of current national economic readjustment, we should fully utilize 
presently available machinery, equipment and surplus labor, and increase the 
production of certain commercial products that have run short to satisty 

social needs. For example, at present, the electric power industry has a 
surplus capability in machinery repair. The rate of utilization of the equip- 
ment is very low. Many processi-~ machines are left unused for many years. 
This portion of the strength in machinery repair capability should be appropri- 
ately utilized and we should organize production of peripheral products used 

by the electric power industry itself or certain commercial products that are 
urgently needed in the market. Again for example, some of the current surplus 
labor can be fully utilized, electric power installation teams or special 
services companies can be organized to take up various electrical installation 
jobs or civil engineering jobs, like the Dalian Power Plant which has estab- 
lished a special inspection and repair team to clean the boilers of ocean- 
going foreign vessels and those of the city's industrial enterprises. This 
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is a good way. This service type collective enterprise carries out independent 
accounting and it is responsible for its own loss and profit. Business income 
is very lerge. This has not only reduced the production cost of the electric 
power industry, it has also arranged work for some of the unemployed intellec- 
tual youths in society, and it has benfited the state, the collective and the 
individual. The road is very wide in tnis regard. For example, management, 
marketing, repairing various electrical sschinery and electrical appliances, 
installation, inspection and repair of electrical facilities of other indus- 
trial enterprises, testing electrical appliances, etc. can all be realized by 
developing the potential of the enterprise without additional investment. 


Il. Systems Engineering in Business Management a:d Administration 


As science and technology progressed, the scale of production of enterprises 
expanded, and capitalist nations realized new developments in the science of 
business management. Especially as international monopoly capital developed, 
many monopoly groups developed a global scale from the production of raw 
materials to handling commercial products. If such huge and complex enterprises 
do not have a set of modern management systems and managemen: methods, they 

will not be able to sustain development and improve their competitive ability. 
The use of systems engineering to manage and administer modern large enterprises 
developed in this way. 


Systems engineering in management and administration involves the application 
of modern mathematics -- operations research, probability, cybernetics, optimi- 
zation, game theory, remote mathematics and such mathematical theories in the 
realm of business management and administration. In the management and admini- 
stration of enterprises, systems engineering mainly studies how to utilize 
manpower, equipment and capital most economically and most effectively to 
realize maximum business results throughout the processes from the production 
and manufacturing of commer~ial products to transportation and marketing. 
Ordinarily, the whole process is taken as a large system and each stage and 
each part of the process are considered as many subsystems. By using the 
theory of systems engineering, data are put into computers, and there systems 
are analyzed and computed to select an optimal or best plan among many plans 

as the basis for business decisions. For example, the whole electric power 
system or a regional electric power system can be taken as a large system. 
Power generation, power transformation, power distribution or production, 
transmission and sale can be divided into interwoven subsystems. Data and 
information for executing the plans of these systems are entered in the computer, 
and «he best plan can be found using computer computations and analysis. 


Forecasting Increases in Power Load. Forecasting is economic information work. 
It is the work of gathering, processing and analyzing dynamic economic informa- 
tion. Forecasting increases in the power load is equivalent to market fore- 
casting for other commercial products. It is an impor:ant task in business 
management and administration. The rate of increase of the power load is 
closely related to the rate of development of the national economy. It is the 
barometer of growth in industrial and agricultural production. The precision 
of forecasting the power load greatly affects the national economy. If the 
long-term forecast of the power load is too high, then during a certain period, 








surplus electric power will be produced. If the forecast is too low, then 
during a definite period, a long period of shortage in electric power will 
emerge. In short-term load forecasts, if the accuracy of the forecast is 5 
percent, a network of 5 million kilowatts will produce an error of 250,000 
kilowatts. This will create a daily increase of 250,000 kilowatts of reserve 
heat and thus there will be a waste of massive amounts of energy and capital. 
If the accuracy of forecast can reach 1 percent, the capacity of reserve heat 
can be reduced to 50,000 kilowatts, and the amount of energy consumed by the 
generators to produce 200,000 kilowatts of reserve heat a day can be saved. 
This increases the economic performance of network operation and reduces the 
cost of producing electric power. Foreign nations frequently use a flexible 
coefficient of electric power for long-term forecasts of power loads. The 
flexible coefficient of electric power refers to the ratio of the rate of 
growth of the electric power industry and the rate of growth of the total 
production value of the national economy. This ratio is generally between 
1.2 and 1.4 at the beginning of industrialization. Later, it drops a little 
but ordinarily remains above 1.0. This means the development of the electric 
power industry leads and is slightly faster than the rate of development of 
the entire national economy, therefore some people have called it the “lead 
coefficient." Actually, it means that the electric power industry must start 
out in advance, therefore it can also be called the coefficient of advance of 
electric power. 


Load Forecasting Is Actually Load Management. Forecasting the load well, 
whether in long-term forecasts or short-term forecasts, requires complete 

and reliable statistical data. There must be accurate statistics on the 
actual situation and on the growth of consumption of electricity in industrial 
and agricultural production, transportation, urban and village life, and there 
must be accurate indices on the consumption of electricity by various types 

of industrial products, industrial production processes and production tech- 
niques. This is the fundamental task in forecasting the power load well. 
Without reliable basic data, highly precise load forecasts cannot be obtained. 
Generally speaking, the method of calculating curve extensions and the rate of 
increase can be used for short term forecasts. Methods using the flexible 
coefficient of electricity and mathematical models can be used for long-term 
forecasts. When using these methods, analysis of the various kinds of basic 
data must be done well, including the selection of various typical load curves, 
analysis of the composition of the peak load, analysis of the rate of consump- 
tion of electricity of unit products, analysis of the consumption load of 
electricity and the load rate. Through analysis, a load adjustment plan can 
be established. Measures to reduce the consumption of electricity by unit 
products can be taken, and the proportional increases in power generation, 
power supply and power distribution equipment can be determined, and finally, 
a rational and optimal rate of increase of electric power can be obtained. 


Drawing Up Production Plans for the Electric Power Industry. Socialism is 
planned economy, therefore, business planning is the important basis for 

guiding production by the enterprises. Plans inappropriately and mistakenly 
drawn up will create confusion and passiveness in the enterprises. The waste 
created by an inappropriate plan is the largest waste. Therefore, in drawing 

up plans, there must no only be a set of plans for execution, there should also 
be a set of backup plans for contingency measures to be taken when change occurs. 
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There are many methods of drawing up business plans, such as the fixed quota 
method, the method of dynamic and static coefficients, linear planning method, 
the method of input and output, etc. These can be selectively used according 
to different situations for drawing up the best plan. During the course of 
executing the plan, we should also exercise control and supervision to solve 
problems that have occurred during the course of execution. The original plan 
can be revised through such feedback processes, and the best results of execu- 
tion can be obtained through a process of repeated and continuous revision. 

In this way, statistical work must be strengthened in the process of continuous 
execution of the plan to obtain data and information for analysis. Value 
engineering can be used in the analysis of the course of execution of the plan: 
Value engineering includes the steps of information gathering, functional 
reorganization, proposing improved plans through evaluation or evaluating plans. 
Methods of technical and economic analysis can also be used. 





Power Network Management and Control Systems. The power network as an enterprise 
is the union of all independent power generating and supplying enterprises. 

In systems engineering, the power network can be taken as a large system. The 
various hydroelectric and thermal power plants and the power supply zones in 

the network are taken as several subsystems, remote measurements, remote control 
and computer systems. Whether the management of the power network and the 
operation of the control system are good or not greatly affects the safety of 

the power network and the economic results. Therefore, power network equipment 
must possess a relatively high level of automation. The control of large power 
networks generally uses a split-level method or a graded method of control. 

This control method divides management of the network into two or three levels 
under a master control. There can be several methods of division, for example, 
the levels can be divided according to voltage levels and administrative regions, 
according to the different levels of control or according to the degrees of 
complexity, and they can also be established according to different modes, i.e., 
by dividing the system into emergency control, restoration control, preventive 
control according to the mode of control of the electric power system. These 
split level control systems execute the functions of business decision making, 
dispatching commands and carrying out actual operations respectively by auto- 
matic or semi-automatic information transfer and information exchange. 


The main task of regulating the power network is to strictly ensure maximum 
energy conservation on the basis of safe operation so as to fully develop the 
economic gain of the power network. Not only must the electric power that 
produces work be controlled by levels, the electric power that does not 
produce work must also be controlled by levels. Thermal power plants of the 
network can use the regulatory method of equalizing small incremental curves, 
i.e., to distribute the load of the generators according to the curve of 
incremental consumption of coal or heat obtained by experiment. Hydroelectric 
power plants in the network can use regulatory diagrams of the reservoir to 
manage electric power. These regulatory diagrams of reservoirs are drawn 
from statistical data accumulated during many years of operation, and the 
best reservoir management plan is obtained using the methods of operations 
research, cybernetics or dynamic planning. 
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Management of Generators of the Power Network. The reliability of operation 
of the generators to generate and supply electricity to the power network 
affects the safe operation of the whole power network. A set of scientific 
management methods and management systems must be established to manage the 
generators and to ensure safe operation of the generators. There are many 
methods of managing the generators. The main method is the evaluation of 
plans. This involves drawing network diagrams for the operation, inspection 
and repair of generators specifying dates, working hours, types of jobs and 
such major indices. Methods of operational research are used to find the 
major ways and secondary ways to rationally arrange plans for the operation, 
inspection and repair of generators. Management of generators can also be 
realized by utilizing comprehensive engineering methods. This involves finding 
the relationship between a rational maintenance cost and improvement of the 
useful life of the generators based on analysis of the useful life of the 
generators and their maintenance costs to improve the rate of utilization of 
the generators. 





Management of Raw Materials, Materials and Fuel. To ensure stable production 
and normal operation, a definite inventory of raw materials and fuel must be 
maintained. An overly large inventory will create an accumulation of circula- 
ting capital. An insufficient inventory will also affect normal production. 
How to maintain the most suitable inventory requires surveying the various 
supply channels well to ensure timely supply before the best plan is selected. 
Inventory control is also a specialized science. It must adhere to economic 
results. It must study whether the use or substitution of each material is 
economical and rational. It must study the cost of maintaining an inventory 

of each material, i.e., the cost per square meter of storage space needed, and 
use the relationship between the average amount of capital needed to maintain 
an annual inventory and the storage cost to find the monthly storage cost. 

The major gross consumption materials can be categorized and curves of material 
flow can be drawn up. The relationship between stocking and issuing materials 
can be analyzed from the curves of material flow to grasp the flow of materials. 
The ABC method can be used to manage materials in the inventory, also called 
the key management method. This involves categorizing all materials in 
storage. First, materials that tie up floating capital the most must be 
grasped so that they can be reduced to the most rational inventory. Then the 
materials should be analyzed and controlled according to the amount of floating 
capital they tie up. Finally, we can use the least amount of floating capital 
to obtain the greatest inventory turnover rate. 


Management of Production Cost and Financial Management. All processes of 
economic activity of an enterprise and the final results will reflect the 

costs and the finances of the enterprise. Costs and finances are manifestations 
of the comprehensive results reflecting business achievements of the enterprise. 
Various methods of categorization by cost structure can be used to analyze the 
economic activities of the enterprise. There are the value engineering method, 
matrix model method and the method of cost vs benefit analysis. The value 
engineering method is based on analysis and computation to obtain the value 
coefficient, the cost coefficient and the price coefficient of products and 

to find the numerical values for reducing their production cost. Although 

the proportion of variable costs of production in the electric power industry 
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is not large, this method can also be used to study the reduction of costs. 
The matrix model method directly reflects the relationship between the produc- 
tion cost and the result of production, and compiles the data in tabular form 
to facilitate input to the computer to provide necessary analytical results. 
Cost effectiveness analysis is abbreviated C/B analysis, and it is mainly used 
in the analysis of investment in construction projects. 


Establishing a System for Information Transfer. Management and administration 
of a modern enterprise must possess modern communications systems as the 
enterprise expands and develops so that various kinds of information and data 
can be obtained in time. Then, the information and data are analyzed by a 
computer system to obtain computational results quickly. According to the 
development of our nation's electric power industry, the whole nation must 
gradually develop a unified electric power system to fully utilize all types 
of energy resources because of the difference in the distribution of energy 
in our nation where coal resources are mainly concentrated in the north while 
hydroenergy resources are mainly concentrated in the southwest and the north- 
west. This requires the establishment of nationwide and regional information 
transfer and management systems at each level, including a power network 
regulation system, a capital construction management system, a computer net- 
work, a flood prevention system, a business management and administration 
system (business, planning, finances, supply, personnel). The transfer of 
information must be carried out by means of a sound communications system, 
using computers as the centers linked in a network forming a nationwide 
management system and several regional subsystems. 


III. Decision Making in Business Management 


Capitalist enterprises place a lot of emphasis on decision making. They 
believe the entire business management task is a decision making process. In 


fact, whether a decision is correct or not is closely related to the development 


and survival of an enterprise. Therefore, studying business decision making 
has become a new field in economic management. Decision making is a process 
to decide the direction of business of an enterprise and its technical and 
economic policies. Capitalist enterprises have fully utilized modern science 
and technology in this regard, such as system engineering, computer technology 
and behavioral science, thus decision making has become an independent scien- 
tific system. 


Decision making itself is not a new thing. Our nation's electric power 
industry has also proposed many decisions of this kind and that kind during 


the course of development. But, research in how to utilize modern technological 


means to establish every decision on a scientific foundation and thus bring 
about great benefits to the development of the electric power industry after 
carrying out the decisions is still far from sufficient. On major decisions, 
Comrade Mao Zedong once made the creative suggestions that electric power must 
lead, and that the electric power industry must diversify. Yet, in the actual 
course of execution during certain periods, these were not realized, thus, for 
a long period, there was a shortage of electric power produced by the electric 
industry and there was only one product. Among the policy decisions of the 
electric power industry itself, the Ministry of Electric Power proposed the 
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policy of safety first and decided to strictly abide by the system of rules and 
regulations. These should be considered correct decisions. We believe that 
even during the 10 years of upheaval, production by the electric power industry 
still remained relatively stable because these correct decisions served their 
important functions. Of course, there were also many decisions that were 
incorrect, for example, the decision to operate generators beyond the specified 
dataplate limitations, the decision to popularize transmission of electricity 
via two lines for one region and the decision to manufacture electric motors 
with iron sheets. These incorrect decisions have created loss for the electric 
power industry and even now, some have not been completely abolished. It can 
thus be seen, a good or bad decision will have a long term effect upon the 
development of an enterprise. In addition, when making a major business 
decision in the past, there were many situations in which the leadership was 
relied upon to provide the beat, i.e., decisions mady by relying on individual 
judgment of the leaders and their level of business sense. The wisdom of the 
experts and the collective was seldom developed, and scientific methods of 
calculation and analysis were utilized even less, therefore, even when a 
decision seemed to be correct, it was not necessarily a decision for the best 
plan, and even during the course of execution, deviations occurred. For 
example, in the past, the campaign to develop electric power by the whole 
people was such an error. Present-day capitalist nations place a lot of 
emphasis on business decision making. They fully utilize modern mathematical 
theories and modern science and technology to make business decisions. The 
experience of capitalist enterprises in carrying out business decisions well 
should be given a lot of attention and should be learned and utilized. 





The Principle of Socialist Business Decision Making. Socialist economy is an 
economic system based mainly on planned economy. The superiority of the 
socialist economic system must be fully developed. First we must use the 
theories of Marxism-Leninism and Mao Zedong Thought to guide business decision 
making. Therefore, decisions of socialist enterprises must never deviate from 
the various guidelines and policies of national economic development, this 
means, determining the policies for enterprises of industries under the guidance 
of the unified national economic and technological policies, and this also 
means that lower level decisions must obey higher level decisions. Second, all 
decisions must start out from the actual situation, theory must be linked to 
reality, survey and research must be done well, attention must be paid to 
comprehensive balance, and th. best plan must be selected from among many plans 
through repeated comparison. Finally, during the course of making and carrying 
out decisions, inspection and examination must be constantly carried out, i.e., 
to emphasize feedback on the decision and to examine the execution of decisions 
through daily statistics and reports. Those decisions chat do not pass the 
examination should be revised or abolished. Only in this way can a decision 

be truly implemented thoroughly and predicted results be realized. 





Classification of Decisions in Business Management. Based on the characteristics 
of decisions, they can be divided into hard (or strong) and soft (or weak) 
decisions. Hard decisions refer to those decision problems which have a clear 
goal and a clear structure and which can be programmed. Ordinarily, these 
decisions have already been compiled in existing computer programs and they 

can be accessed and used at any time. Much effort can be save this way. Soft 
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decisions refer to those decision problems that are not programmed and that do 
not have a clear nature or situation. For example, the methods of social 
psychology can be used to supplement the deficiency of hard methods in solving 
problems due to human or social factors. As to the nature of decisions, they 
can be divided into qualitative decisions and quantitative decisions. Quali- 
tative decisions refer to decisions made on the basis of qualitative analysis. 
Quantitative decisions refer to decisions made on the basis of quantitative 
analysis. Because many decisions cannot be analyzed using the quantitative 
method, their nature can only be determined by analysis but cannot be expressed 
numerically. These decisions can be qualitatively analyzed using the method 
of probability analysis. In addition, based on the economic model, decisions 
can be divided into open decisions and closed decisions. Open decisions are 
based on rational results and they can only produce satisfactory results, not 
the best and greatest result. Closed decisions seek only the best and the 
greatest result and do not consider environmental limitations. This means, 
open cecisions take environmental limitations into consideration, therefore 
they only require seeking the satisfactory values among the results. Closed 
decisions do not consider environmental factors, therefore they require seeking 
the best value among the results. 


Decision Making in the Electric Power Industry. The electric power industry 

is characterized by inseparability of production, supply and marketing. There- 
fore, all decisions of the electric power industry related to the arrangement 
of production, capital construction, planning and design, energy utilization, 
guidelines and policies and all concrete decisions constitute an organically 
linked body. In the past, decisions on plans for the electric power industry 
were frequently influenced by various factors and they did not completely 
reflect the actual situation. Thus, one cause of proportional incongruity 
among power generation, power supply, the power network and construction of 
power stations was an insufficient understanding of the organic links between 
decisions. Widespread opinions were not solicited. Feasibility of the decisions 
and plans was not analyzed. Decision making is not only a job of the leading 
departments of industry, it is a job that should be done by every enterprise 
and business unit. Each enterprise and business unit must make decisions for 
their own departments based on the direction of development and the working 
guideline of the departments themselves combined with their actual situation. 
For example, at present, a seriously incorrect style of work exists in the 
power supply departments of the electric power industry. It has adversely 
affected the electric power industry, It is called power monopoly or power 
bureaucracy. This requires the leaders of enterprises to make decisions and 

to restore the good tradition of the people's electric power industry of serving 
the people. This is a decision to restore the image (of the industry). The 
"Rules for Workers and Service of the Power Supply Departments" published in 
the REN MIN RIBAO on 20 September of this year was one decision to restore the 
image. Every enterprise must make corresponding decisions by combining the 
rules with their own situation. 


Examining Decisions and Contingency Measures. After a decision has been 
carried out, a set of measures has to be established to trace and examine the 
situation to see whether the result of execution coincides with the originally 
established goal. Tracing and examining the situation include three steps, 
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establishing the criteria for examination, using the criteria to examine 
execution and establishing contingency measures. The criteria for examination 
should best be expressed by computed data, and a scientific information feedback 
system should be established (data processing and on-line control) to ensure 
speed and accuracy. Where computer links are absent, various statistical tables 
and reports should be widely utilized to examine and understand the situation 

in the implementation of decision. The accompanying diagram is a box diagram 
showing the improvement of an engineering investment plan by feedback control 
through tracing and examination. 


Plans for contingency measures are measures drawn up to give flexibility to a 
decision (leeway for turnabout) during the course of implementing the decision 
through feedback messages, data and information when the process of execution 
is found to deviate from the best plan and even when a reversal occurs. The 
plans for contingency measures should consider what new situations might occur 
during the course of execution of the original decisions and plans and how to 
treat and handle problems under the new situation etc. 


Diagram of Tracing and Examination by the Feedback Control System 







































































Key ; 
l Contingency plan 5 Situation of Monthly and quarterly 
2 External Influence completion 
3 Investment goal 6 Results 
4 Plan of execution 7 Analysis and judgment 
8 Results of implementation of 


investment plans 
IV. Application of Behavioral Science in Business 


Behavioral science is a scientific theory developed under the capitalist mass 
production. It takes sociology and psychology as the foundation to study 
behavioral patterns of man and use them to control human behavior and to serve 
the realization of political, economic or cultural goals. Behavicral science 

not only studies the psychology and needs of individuals, analyzes their motives, 
stimulates their behavior, develops their abilities, it also studies organized 
behavior and the behavior of leaders and followers to find the best leadership 
model. The application of behavioral science in business management can change 
the productive environment, labor organization, encourage communication of 
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feelings between people, coordinate the relationship between management and 
labor, and mobilize and develop the subjective mobility of the masses or workers 
materialistically and spiritually, thus it increases the labor production rate 
to create more material wealth for the enterprise. In recent years, capitalist 
enterprises have widely utilized various types of "democratic management”, 

“self management" and "goal oriented management" and organized friendship 
gatherings, recreational gatherings and discussion meetings to promote a sense 
of concern for the factory like one's concern for his family, etc. All of 

these are various types of activities carried out under the guidance of the 
theories of behavioral science. 


Our nation is a socialist nation. A lot of experience has already been created 
and accumulated in how to implement the mass line and fully mobilize the pro- 
ductive enthusiasm and the initiative of the worker masses in socialist enter- 
prises. The present problem is how to carry out political and ideological work 
more profoundly, more lively and more scientifically in face of the new situation 
and according to changes in the people's ideology. Some of the successful 
experience and theories in the application of behavioral science in business 
management by capitalist enterprises are worth learning. They must be closely 
combined with the actual situation in our nation in studying and using them. 


The Research Content of Behavioral Science. According to capitalism's analysis 
of human needs, it is believed that the patterns of human thought can be 
divided into five levels, physiological need, need for security, social need, 
need for self respect and need for self expression. These patterns must be 
grasped to carry out ideological work. In behavioral science there are so-called 
fitness factors and urges. Fitness factors are desires to do preventive work 
well, for example, doing safety work well, doing environmental work well, 
establishing relationship between people, advocating discipline and obedience, 
advocating the spirit of conscientiousness and responsibility and developing 
the function of the collective. The system for examining the organization of 
an enterprise and personnel performance also belongs to the realm of fitness 
factors. Urges are factors that satisfy the various human needs, including 
material incentives and spiritual encouragement. One incentive utilizes external 
factors such as wage increases, additional monetary rewards, etc. The other is 
to achieve satisfaction in work, such as changing the method of work, designing 
simple and repetitive job procedures into a systematic work procedure so that 
people would not become tired of the job. Behavioral science also emphasizes 
improving the environment, including the working environment, the production 
environment and the work station environment, family environment and sanitary 
environment, for example, greening the environment, creating lawns, eliminating 
noise interference, improving production and job procedures, etc. Behavioral 
science also emphasizes the study of worker fatigue, analyzes the causes of 
fatigue, and studies the effects of labor intensity, working hours, speed of 
operation, mental state during work and the working environment in causing 
fatigue. Behavioral science is also involved in organizing after work activi- 
ties to eliminate fatigue and improve the combination of work and relaxation. 
Behavioral science believes production by modern enterprises cannot simply 

rely on the commands of the leaders, more important is a full development of 
man's subjective mobility. This requires studying and grasping the patterns 

of change in man's ideology, predicting their motives and guiding their beha- 
vior before the labor production rate can be improved. 








Strengthening Management of the Front Lines of Production. Business manage- 
ment and administration include two aspects. One is overall management and 
administration of an enterprise. The other is on-the-spot management and 
administration of the enterprise. On-the-spot management and administration 

are the foundation of overall management and administration, while in on-the- 
spot management and administration, the teams and groups of workers at the 
frontline of production are the foundation. In the teams and groups, the 

one who serves a backbone function is the foreman. In capitalist enterprises, 
much emphasis is placed on the selection and training of the foreman. The 
foreman must possess a highex cultural level, professional ability and knowledge 
of management and administration. He must not only be familiar with the produc- 
tion process of his own station and with basic level management work, possess 
modern management knowledge and experience, he must also be able to maintain 

a close Jiaison with the masses, skilled in handling people and interpersonal 
relationships and sensitive to new things. He should not rigidly follow 
established rules, he should be a thinker, he should study hard and he should 

be able to work quickly and smoothly. For example, American enterprises have 
established 18 personal traits a foreman should possess. They include the 
following: 


1. Do other people like him and are they willing to be with him? 

2. Does he mostly care about himself or does he care about other people's 
welfare? 

Is he good at cooperating with otlier leaders? 

Has he mastered his job or is the job controlling him? 

Is he skilled at organizing the work of his own team? 

Does he have an adequate writing skill? 

Does he give others a good impression? 

Does he have the quality of a good teacher? 

9. Is he good at maintaining discipline and transferring people who are 
unsuited for their jobs? 

10. Does he utilize a lot of time studying problems in work? 

ll. Does he study general social problems and social science? 

12. Is he willing to understand people, care about people, sympathize with 
people? 

13. Does he have enthusiasm, creativity and an attitude to cooperate sincerely 
with others? 

14. Is he calm and resilient, just and trusted by subordinates? 

15. Does he treat people and business appropriately or does he have extreme 
likes and dislikes? 

16. Does he think clearly and is he emotionally excitable? 

17. Does he exert efforts to find new ways or adheres *o established rules? 
18. Can he make decisions wnen information is lacking? 


On Ou & Ww 


Attention to training talent is an important reason for rigid development of 
Japan's economy. They call it “development of capabilities" or "investment 

in natural abilities." Training superior foremen not only includes ordinary 
training. more importantly, it must rely on the leadership's correct selection 

and they must be frequently examined, including examining their basic knowledge, 
their ability to use that knowledge and checking their actual performance. 

Foremen who have passed the performance test must be allowed to work independently. 


9296 
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BETTER MANAGEMENT OF FARM MACHINERY URGED 
HK200720 Beijing JINGJI GUANLI in Chinese No 1, 15 Jan 82 pp 62-65 


[Article by Zhu Peiwei [2612 1014 1983]: "How to do a Good Job in the Manage- 
ment of Agricultural Machinery Under the New Situation?"] 


[Text] On the basis of readjusting proportions, our agricultural machinery 
industry is being reorganized according to the principle of coordination among 
specialized departments and the main points of this work is reforming tech- 
nology, renewing equipment and improving the quality of products in rural 
areas. Work is also being carried out to restructure the rural economic system 
and it began with the introduction of the production responsibility system. 

The following are my views on how the management departments of agricultural 
machinery can do a good job under this new situation. 


Use Well the Existing Agricultural Machinery 


Since the founding of the People's Republic of China, the mechanization of 
agriculture has mainly developed in the following four stages. First, the 
stage of creating a foundaticn. The total power of agricultural machinery 
throughout the country on the average increased by about 1.4 million hp 
annually between 1949 and 1970. Second. the development stage. The total 
power of agricultural machinery on the average increased by 14.65 million hp 
annually between 1970 and 1976. Third, the highest stage of development. 

The total agricultural machinery power across the country on the average in- 
creased by 21.53 million hp annually between 1976 and 1979. Fourth, the stage 
of readjustment. The development of the total power of agricultural machinery 
has tended to slow down since 1979, and since then it has entered into a long 
stage of stable growth. 


In accordance with the current new situation, I suggest that the key work in 
agricultural mechanization should be shifted to managing well the existing 
agricultural machinery. My reasons are: 


First, our agricultural machinery industry is now in the readjustment stage 
and all the enterprises across the country that are marufacturing agricultural 
machinery are being closed, suspended, merged or shif’.ed to other production. 
According to the principle of suspending as few enterprises as possible and 
merging as many as possible, the existing 213 medium and small tractor plants 
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were readjusted into 98 by the end of 1980. The internal combustion engine 
plants have been readjusted from 277 to 126 while irrigation machinery plants 
(including those producing big water pumps, deep well pumps, submersible 
electrical pumps and sprinkling irrigation machinery) have been readjusted 

from 105 to 63. Other factories that are being readjusted include parts plants, 
the plants producing complete sets of farm tools, animal husbandry machinery 
plants and combined-harvester plants. It is impossible for our agricultural 
machinery industry to develop rapidly during this readjustment period; there- 
fore, it is particularly important to manage well the existing agricultural 
machinery. 


Second, under the current conditions for energy supply in our country, it is 
not permitted to turn out many agricultural machinery that consume oil and we 
must manage well the existing agricultural machinery industry. The amount of 
the oil supplied by the state for agricultural machinery gradually dropped 

over the past 4 years. It was 8.34 million tons in 1978, 7.89 million tons in 
1979, 8.04 million tons in 1980 and about 7.04 million tons in 19E1. Yet over 
the past few years, the production of the agricultural machinery that consume 
oil on the average increased by 14 million hp. Consequently, the average oil 
for per hp of agricultural machinery decreased. We carried out investigations 
in some provinces in the southern part of the country last year and found that 
various places in general lacked oil. Some places were compelled to stop using 
agricultural machinery during busy seasons because they did not have oil. 

Other places even used rapeseed oil or castor oil to replace diesel oil, which 
resulted in the machinery being ruined. Therefore judging from the energy 
supply situation, it is also necessary to manage well the existing agricultural 
machinery. 


Third, agricultural mechanical installations have a large role in agricultural 
production. The number of big and medium tractors across the country now has 
already reached 744,000, coupled with 1,875,000 small tractors, 3,640,000 
mechanically-driven farm tools of various types, and 4,520,000 pumps of various 
types. In addition, there are a great number of planting and safety machinery 
operation and transportation machinery that are used in threshing grounds and 
other mechanical farm tools. Agricultural machinery has become an important 
part of our agricultural production force. Facts in various places proved 
that agricultural machinery are useful not only in improving the quality of 
cultivation, in fighting against drought and floods and in fighting against 
and preventing insect pests but also in fulfilling enormous and short-range 
transportation tasks in agricultural production. 


Therefore in the new situation, it is urgent to step up the management of 
agricultural machinery while agricultural machinery management departments must 
consider this work as the focal point in agricultural mechanization. 


Tap the Potential in the Management of Agricultural Machinery 


The management of agricultural machinery is specialized management know-how. 
Through such management, it is possible to fully tap the potential of the 
existing agricultural machinery. Facts h&ve proved that the agricultural 
machinery stations and teams with the same conditions will arrive at different 
achievements because of differences in managing agricultural machinery. 
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Where is the potential? Judging from the whole country, the growth in the 
number of agricultural machinery is far from being compatible with the actual 
effort of agricultural mechanization. The number of big and medium tractors 
in 1980 increased by more than 900 percent over the figure in 1965, small 
tractors increased by over 500 percent and small mechanically-driven farm 
tools increased by over 300-fold. But during this period, our cultivated 
acreage only increased by 1.7-fold. The number of tractors in some provinces 
has continued to increase but cultivated acreage has decreased. In addition, 
the average comprehensive operation that is completed by per hp of tractor has 
been decreasing year after year. The average operating volume for per hp 
reached 244 standard mu in 1956, the highest in history; but by the end of 1980, 
the figure dropped to 150.5 standard mu, 21.5 standard mu less than the pre- 
vious year. The present general situation is that cultivated acreage has 
continued to decrease while the acreage under mechanical sowing and harvesting 
has increased slightly. There are many reasons for the constant increases in 
the number of agricultural machinery and tools and for the long-standing in- 
stability and failure of our agricultural mechanization efforts to reach the 
desired level; one of the most important reasons is bad management. 


Looking at it from the standpoint of localities and units, the development in 
the management of agricultural machinery is far from balance. The operating 
level of some agricultural machinery is as high as over 90 percent but the 
figure for a number of agricultural machinery is only 50 to 60 percent or even 
lower. The operating efficiency of per hp of some agricultural machinery is 
as high as over 300 standard mu; but the figure for a number of them is less 
than 100 mu. The average oeprating costs for 3 times (the cost of oil, repairs 
and management) for per standard mu is 0.3 to 0.4 yuan, but in some cases they 
are as high as over 1 yuan. The average oil consumption for per standard mu 
is about 0.5 kg; but in some cases it is as high as over 1 kg. It has been 
calculated that if the perfection rate of the big and medium tractors across 
the country is increased to 80 percent from the present 70 percent, it means 
an addition of tens of thousands of good tractors that equal the total pro- 
duction of the Loyang tractors plant for 2 years. 


Therefore it can be seen that there is still a big potential in the management 
of agricultural machinery. 


Management Must Accord With the Needs in the Responsibility System 


We must set standards for the management of agricultural machinery. The most 
important standards should be for high efficiency, good quality, low consump- 
tion and safety so as to increase agricultural output and income. High 
efficiency refers to “three high rates” (perfection rate, utility rate and 
attendance rate) and high operation rate. The good quality refers to good 
quality in the operation of agricultural machinery and it must accord with the 
needs of the level agricultural technology in localities. Low consumption re- 
fers to low operation costs of agricultural machinery. No matter whether such 
costs include 3, 4, 5 or even 6 items, they must be the lowest possible levels 
in the localities. Safety means there should be no accidents. In addition to 
meeting these standards, the management work must also be linked with output, 
income and contributions, so as to achieve maximum economic effects. 
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The responsibility system of linking remuneration to output such as fixing 
output quotas and fixing work quotas for individual households is now being 
introduced in rural areas. In this new situation, how should the management 
of agricultural machinery be carried out? Some people said that "with output 
quotas being fixed for individual households, agricultural machinery must be 
kept in warehouses,” and “with individuals being assigned responsibility for 
machinery, it will not do to manage the machines.” In my opinion, it is 
necessary to see in an all-round way the influences of fixing output quotas and 
work quotas for individual households on the management of agricultural machin- 
ery. We must see both the advantages and disadvantages; but taken as a whole, 
the advantages are more numerous. In the early period of the introduction of 
the method of fixing output and work quotas for individual households, there 
appeared in some places such matters as dividing, dismantling, selling and 
storing agricultural machinery because the method was carried out by teams 
and groups. But subsequently, this situation has changed. Agricultural 
mechanization made headway in some places. Although the method of fixing 
output and work quotas for individual households is characterized by small 
plots of land and many plots belonging to one production unit but are enclosed 
in that of another, various places are summing up experiences to gradually 
solve this problem. We must understand that following the introduction of the 
method of fixing output and work quotas for individual households in rural 
areas, peasants have decisionmaking rights in cultivating land. The peasants 
in many places even have decisionmaking rights in the use of machinery. This 
situation has helped to drastically mobilize the peasants’ initiative in pro- 
duction and enhanced the development of agricultural production. 





With the introduction of the method of fixing output and work quotas for 
individual households, it is necessary for the management of agricultural 
machinery to readjust to the new situation and solve new problems that are 
mainly manifested in the following three points. 


First, great changes have taken place in the maangement of agricultural mach- 
inery. The form of the management of agricultural machinery in the places 
with collective production as the main stay has tended to develop from the 
system of cultivating for others (the agricultural machinery under the manage- 
ment of the people's communes and production brigades are used for cultivating 
the land of other production teams) to the system of cultivating for themselves 
(production teams are cultivating their own land with agricultural machinery 
being under their own management), of the 67,000 various farming tractors 
being used throughout Zhejiang Province in 1978, 8 percent and 71 percent were 
respectively managed by the people's communes and production brigades while 
those under the management of production teams only add up 22 percent. But 

by the end of 1980, the number of various farming tractors in the province was 
102,000, the percentage of the tractors under the management of the people's 
communes and production brigades dropped respectively to 6 percent and 50 per- 
cent while the figure for the production teams increased to 44 percent. The 
management of agricultural machinery in the places where the method of fixing 
output and work quotas is predominent tended to develop in the form of combined 
households and individuals. For example, in Anhui Province, the households 
that are responsible for fixed output and work quotas now made up 84.6 percent, 
the number of the tractors bought by more than 200,000 peasant households 
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jointly and by individuals across the province is more t.i.an 40,000, while is 
1/3 of all tractors in the province. In Guangdong Province, the number of the 
peasant households that are responsible for fixed output and work quotas is 
more than a half of the total, while the tractors bought by such households 
and individuals have risen to more than 30,000. These facts served to prove 
that the form in the management of agricultural machinery tended to develop in 
a direction where the cultivators own their own machinery. 


Second, in guiding ideology, the management of agricultural machinery has 
shifted from official undertaking in the past to the present civil undertaking. 
In the past, the departments at various levels that were responsible for the 
management of agricultural machinery did not consider whether or not peascnts 
needed agricultural machinery and they resorted to the administrative method 

to distribute tractors, and other goods, noncompensative funds and loans among 
peasants. On the other hang, the peasants considered that all these were given 
to them by the state and consequently they did not treasure them. Now peasants 
are buying agricultural machinery with their own money according to their needs 
after meticulous consideration and consequently, they treasure their own pro- 
perty. In the past, agricultural machinery management departments ran official 
training courses. The peasants who joined the courses were given an allowance 
everyday as well as workpoints by production teams; yet, more often than not 
they did not attend the courses. But now since many peasants own tractors, they 
have demanded to attend training courses even if there is neither an allowance 
nor subsidy to make up for their workpoints during their absence from work. 
They have even suggested that they pay to attend them. The number of partici- 
pants generally far exceeds the original planning. 


Third, the method used in the management of agricultural machinery must accord 
with the various management forms of agricultural machinery in rural areas; 
management must not be carried out in the way of cutting with a knife. The 
present agricultural mechanical personnel have low cultural and technical 
levels. Therefore, the method used in the management of agricultural machinery 
must be characterized by "definite tasks, simple methods and direct interest"; 
we can in no way over elaborate our work and seek unobtainable targets. The 
various forms of the responsibility system in the management of agricultural 
machinery must be helpful in overcoming egalitarianism and the situation of 
“eating out of the same iron rice bowl" so as to fully mobilize the initiative 
of the machinery personnel. The old method that was used by the state agri- 
cultural machinery stations in the 1950's and the 1960's can no longer be used 
in the present management of agricultural machinery. Uncer the new situation 
and with new problems, it is imperative for us to carry out more studies and 
investigations and continuously sum up experiences. 





in 1981 we investigated the situation in Anhui Province of the purchase of 
tractors by combined peasant households and individuals. This situation has 
developed very rapidly in the province. The number of tractors bought by 
peasant households and individuals made up more than one-third of the total 
tractors in the province. We found from the investigation that peasants 
jointly bought tractors voluntarily. Such households may belong to the same 
production team or to different production teams and consequently they have 
broken away from the limitations within a production team. The members of the 
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households that have jointly purchased agricultural machinery range from 2, 3 
to even 10. Most machinery bought in this way are used in farm operation. 

In addition to being used by the members of the households concerned, these 
machinery are also used in cultivating land, pumping water and doing threshing 
work for other production teams. The instances where machinery is purchased 
for the sole purpose of transportation is few. There are yet no complete 
regulations for the management of the agricultural machinery that are bought 
jointly by peasant households. But such households have rules with regard to 
the use of the machinery, wages for operators, sharing of expenditures and 
distribution of income. For example, oil and maintenance costs are shared 
according to the number of persons or field acreage. The payment to the oper- 
ators for their work for the members of the combined households is mostly in 
the form of mutual help, that is, members of combined households perform cer- 
tain tasks for the operators. Some operators are paid in money or grain annual- 
ly by the households according to the number of persons or the field acreage. 
The payment for doing work for other production teams it set through consulta- 
tion by the both sides. Operators get a certain percentage of the income while 
the rest belongs to the households. In general, the agricultural machinery 
under the management of the combined households are in good condition and have 
few problems. Regarding this form of the management of agricultural machinery, 
some local agricultural machinery departments in the provinceheld that the 
main work for them is to step up safety supervision, that is, to step up man- 
agement from the point of legislation. These departments are now probing into 
this matter and summing up experiences. 


Nationally, most agricultural machinery in rural areas are under the management 
of the people's communes, production brigades and production teams. According 
to the present situation in rural areas, it is imperative, with regard to the 
machinery under the collective management, to set up and perfect responsibility 
system. This is because when a good job is done of this key work, all the work 
in the management of the agricultural machinery will develop, and this situa- 
tion will be of a great significance in improving the efficiency, quality of 
work, lowering consumption and improving the safety of agricultural machinery. 


The emergence of the various forms of the responsibility system in the manage- 
ment of agricultural machinery is a breakthrough in agricultural machinery 
management in rural areas. Such a responsibility system is vital not only 
because it is able to overcome egalitarianism and the situation of "eating out 
of the same iron rice bowl" but also it has organically combined operators’ 
economic responsibility with their economic rights and economic interests. 
That is to say, this system has been able to fully mobilize the initiative 

of both the collective agricultural machinery stations and production teams 
with individuals. 


The following four points are the most common forms of the responsibility 
system in the management of agricultural machinery implemented over the past 
| to 2 years. 


First, accounting is based on a single agricultural machinery, with fixed 
quotas, awards and compensation. The feature of this form is that it is only 
the awards and compensation that are related with the labor achievements of 
the operators of agricultural machinery while the remuneration for the oper- 
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ators is basically linked to output. The advantage of this form is that oper- 
ators will have more sense of responsibility to further display their initiative. 
The shortcoming of this form is that the remuneration is basically not linked 

to output. This form can be introduced more easily in the agricultural mach- 
inery stations and production teams that have more ordinary farm machinery and 
tools and with a medium management level. It is the form most common in the 
present responsibility system for the management of agricultural machinery in 
rural areas. 


Second, fixing professional responsibility, with remuneration being linked to 
output (mainly output value, income and earnings). The feature of this form 
is that operators are responsible for agricultural machinery as profession. 
Under this form labor achievements of the operators are closely linked with 
their economic interests. That is to say, with more work and more income, 
they will get more payment; otherwise they get less. Thus with such form, 
tractor drivers will be concerned about their labor achievements and they will 
be able to fully display their initiative. 


Third, fixing a small amount of the work quotas. This form is mainly suitable 
for agricultural mechanical operations for which annual quotas cannot be fixed. 
The main feature of this form is that payment is made according to the amount 
of the work that is completed by agricultural mechanical operations according 
to the work quotas during busy farming seasons. This form is suitable for the 
agricultural machinery that are used only for a short period of a year and 
onl, during busy farming seasons and these machinery include various walking 
tractors, transplanters and irrigation machinery. 


Fourth, assigning individuals with responsibility for machinery. With the form 
of fixing output and work quotas for individual households in the agricultural 
production responsibility system, this form is easy to implement and is one 

of the forms that is welcomed by agricultural machinery operators. This form 
can be divided into two types. One is that operators are only responsible for 
handing over a fixed amount of money. Reaction in many places toward this 

form is that it is likely that tractors will only be used in transportation 

and not in cultivating and that they may be totally engated in commercial 
activities and not in farming. Another type is that operators are responsible 
for both fixed amount of the money to be handed over and fixed quotas for field 
operations. Some people have suggested that operators be responsible for the 
maintenance of agricultural machinery and safety. The advantage of this form 
is to guarantee that tractors will be mainly used in farming and it will 
diversify the pattern of economic management, and the tractors will be main- 
tained in perfect operating condition and there will be fewer accidents. It 

is also easy for peasant-operators to implement. In my opinion, this form can 
be popularized and it is most suitable for the production teams that are mainly 
equipped with walking tractors, but it must be constantly perfected. 
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FINANCE AND BANKING 


INTEREST RATE ADJUSTMENT POLICY MERITS SUPPORT 
Beijing ZHONGGUO CAIMAO BAO in Chinese 31 Dec 81 p 2 


[Article by Yang Zhesheng [2799 0772 4164], Deputy Director, Planning Bureau, 
Head Office of People's Bank of China: "Implement the Decision of the State 
Council to Adjust the Interest Rate"] 


[Text] The State Council, having given its approval to the "Report Concerning 
the Adjustment of the Interest Rate for Bank Deposits and Loans," of the 
People's Bank of China has decided to adjust the interest rate for deposits 
and loans by public organizations and private individuals as of 1 January 1982 
and to adjust the interest rate for savings deposits as of 1 April of the same 
year. This represents the first overall adjustment of the interest rate in 
the past 10 years and a major economic measure adopted in the area of economic 
management to meet the needs for the development of our economy. The 
whole-hearted implementation of the State Council's decision to adjust the 
interest rate will have a positive effect «a the adjustment of our economy 

and the development of production, the reform of the economic management 
system, the reorganization of the enterprises, the enlivening of the economy 
and the achievement of higher benefits. 


The interest rate is an important economic lever in the hands of the government. 
Whether this economic lever can be used to the best effect depends on whether 
or not there is a correct policy and system pertaining to the setting of the 
interest rate, whether or not the limit put on the interest rate meets the 
needs of economic development, and whether ornot the interest rate is so 
calibrated as to reflect the need for a measure of flexibility. It is only 
when the interest rate is set with these factors in mind that it can be made 
to serve as a flexible and effective weapon. Certain major problems existed 
in the past with regard to the interest rate. First, due to various reasons, 
the interest rate for deposits and loans had been set rather low. Although 
the interest rate for savings deposits was adjusted upward in 1979 and again 
in 1980, the amount of time deposits remained at a low level. The low 
interest rate for loans was a major problem. The interest on loans paid by 
the industries and enterprises came to roughly 0.8 percent of the cost while 
that paid by commercial institutions came to roughly 1.5 percent of expendi- 
tures. The low rate of interest neither made it easy for the banks to 
accumulate capital nor for the enterprises to manage and utilize capital. 
Secondly, time deposits had not been made available to the enterprises. The 
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time limit of five years for savings time deposits was not calculated to 
facilitate the accumulation of capital for long-term use or to ensure the 
nation's capital inflow. Thirdly, there was little flexibility in the interest 
rate which was the same for loans for the working capital of the industries 
and enterprises, for loans for working capital and for intermediate and 
short-term loans for the installation of equipment. The interest rate was 
the same for long-term loans and short-term loans and for well-operated and 
poorly-operated enterprises. This lack of variation in the interest rate was 
not conducive to the speeding up of capital circulation or to the economic use 
of capital. Fourthly, the interest for loans was lower than that for savings 
deposits. The average interest for savings deposits was 5.09 percent per year 
while that for loans was 4.44 percent. If the banks were to use the savings 
deposits they had accumulated for making loans, they would stand to lose 
650,000 yuan every year for every hundred million yuan they loaned out, and 
that was not counting even the expenses. Furthermore, because the interest 
rate for loans was lower than that for savings deposits, it was possible to 
make a profit by putting loan funds into savings deposit accounts. Fifthly, 
the interest rate had not been placed under centralized and unified control. 
In contravention of the financial policy of the government, some non-financial 
institutions set their own interest rates. Sometimes, different interest 
rates were set by specialized banks and other financial institutions so that 
they created a loss of confidence and a waste of capital. Unless these 
problems are resolved, it would be difficult to use the interest rate as an 
economic weapon in the fulfilment of its functions. 


Although certain problems remain to be solved, the adjustment of the interest 
rate will enable it to play a bigger role as an economic weapon and make it 
possible to accumulate a larger amount of idle capital in society, to accumu- 
late sizable amounts of capital by adding up small amounts, to turn consumer 
capital into productive capital and short-term circulating capital into 
long-term capital, to lend an impetus to the development of production, and to 
speed up the rate of economic development. In short, the adjustment of the 
interest rate for bank deposits and loans is necessary for the implementation 
of the 10 principles for our economic development. 


The work of adjusting the interest rate is broad in scope, political in 

nature and complicated in character. It is incumbent upon the banks at various 
levels to heighten their ideological understanding and to attend to their work 
with great circumspection under the joint leadership of the local party com 
mittee and government. They should take the initiative in establishing close 
cooperation and coordination with other concerned departments. The specialized 
banks should work with one mind and act in unison with the financial institu- 
tions in finding ways and means to deal with whatever new problems that may 
emerge, in making constant use of their experience and in standing united in 
the effective implementation of the State Council's decision to adjust the 
interest rate. 


9621 
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FINANCE AND BANKING 


SAVINGS DEPOSITS MANAGEMENT IN SUPPORT OF CONSTRUCTION URGED 
Beijing ZHONGGUO JINRONG [CHINA FINANCE] in Chinese No 1 (4 Jan 82) p 19 
[Commentary: "Fixed Savings Deposits Ought to Be Worthy of the Name™] 


[Text] Along with the development of our national economy, it is necessary to 
bring into full play the role of the banks by requiring the banks to draw in 
more idle capital in order to more effectively support production and construc- 
tion. Under conditions in which the medium-term and short-term equipment 

loans and relatively long-term construction loans issued by the banks are all 
on the increase daily, our savings work, as an important channel for raising 
capital and accumulating wealth, faces a question over which there is a need 
for research and improvement, and that is namely that our savings deposits 

not only must show a trend of sustained increase, but their duration must also 
be fairly long, and they should be stable and reliable. Long-term capital must 
be strictly separated from short-term capital so as to facilitate their trans- 
fer and full use and improve the results of capital utilization. 


Since the Third Plenary Session of the llth Party Central Committee, our sav- 
ings operations have developed very fast; in a period of only 3 years the 
increase has amounted to 20 billion yuan; of this, fixed savings make up more 
than 80 percent, thus providing the decisive portion of the banks’ credit 
capital. 


In the overall view, this situation is fine, as they have played an important 
role in supporting production and construction. But, because of the provision 
in our regulations on savings deposits that in case of premature withdrawal, 
interest is calculated according to the period the savings are actually on 
deposit and in case of delayed withdrawal, interest is calculated periodically 
according to the originally fixed rate, this premature withdrawal of fixed 
savings has actually turned the savings into funds that can be convenently 
viewed as subject to either fixed or flexible withdrawals while it is still 
possible for them to earn a rate of interest as fixed savings; as fixed sav- 
ings are not withdrawn after they become mature, they have already become 
savings of a flexible nature, yet they will enjoy the interest rate of the 
savings according to their originally fixed duration, this results in confusing 
tlexible savings with fixed savings as to their respective nature and thereby 
leads to many defects. Certain inappropriate ways of saying and doing things 
when propaganda on savings was carried out have further aggravated the situ- 
ation in which there is no strict distinction between fixed duration and 
flexible duration and fixed savings are thus not worthy of the name. 
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The main characteristic of credit capital is that it can be easily turned over 
and used, and the premise for such easy turnover is that both deposits and loans 
are made with a definite duration; this is the principle for an operation such 
as making loans on credit. If the duration of deposits is not subject to con- 
trol and hence becomes difficult to manage, it will be impossible to guarantee 
the easy turnover and use of the capital for loans if we use such indeterminate 
deposits to issue loans with fixed durations. How are we to successfully draw 
in more of the idle capital in society and at the same time makes a strict 
distinction between fixed and flexible durations so that fixed savings are 
worthy of the name and become stable and reliable? First of all, we must re- 
vise our regulations on savings in a planned and orderly manner. Before the 
regulations are revised, we should immediately launch correct propaganda so as 
to enable depositors to begin presently to have a correct understanding of the 
nature of the time limit for savings deposits. We must immediately change the 
incorrect propaganda and methods for attracting savings adopted in the past, 
refrain from propagating “advance withdrawals at any time, convenience and 
profitability” with the view to encouraging people to make fixed deposits, 

nor seek to propagate again that “if a renewal is not made at the time of 
maturity, the deposits may enjoy the same originally fixed interest rate" with 
the view to inducing people to ignore timely renewals. We must carry out cor- 
rect, positive propaganda among the masses and propagate patiently and care- 
tully on fixed savings as an economic contract signed between the depositor 

and a bank, on the duration of such a contract and its solemnity, on the neces- 
sity for the bank and depositor to maintain such a contract and the benefit 

of observing the duration to the state and the individual, etc., in order to 
change the views of the depositors. We must also propagate the functions and 
characteristics of the various types of savings in order to guide and help 
depositors to select the appropriate types for themselves. 


Changing such a habitual approach which we have followed in practice for iany 
years is not going to be readily acceptable to people. Some are afraid that 
after the approach is changed, fixed deposits may decrease. But we should 
know that the decreased part, in such a case, does not consist of real fixed 
deposits to begin with; even if there is going to be some decrease, that is not 
necessarily a bad thing. Those who wish on the one hand to put in fixed 
deposits and on the other hand also hope to withdraw them at any time can only 
make the kind of deposits susceptible to both fixed and flexible withdrawal. 
There may also be people who are afraid that, if they require fixed savings 

now and at the time of maturity all depositors should come forward to make 
renewals, that would increase pressure at the counter. Indeed, if the approach 
is just changed, such a situation may well come to pass; but there would be a 
relief gradually thereafter because the times the deposits are made are differ- 
ent, the times of their maturity will likewise be different. We should also 
see that, if we continue to maintain the present state of affairs, those depos- 
it slips whose renewals are not made at the time of the r maturity will become 
more and more numerous, and their duations will also b.come longer and longer; 
in the meantime, there will be several readjustments of the interest rate; if 
the interest is calculated periodically, the pressure and difficulty at the 
counter will likewise become greater and greater, thus making the whole situ- 
ation inveterate. Therefore, we cannot skip this link of the renewal just be- 
cause we wish to spare some effort at present. We cannot, just because the 
prescribed nrractice has been the same in the past and hence a change would give 
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rise to many difficulties, simply resign to the present state and dare not 

think of any reform. We should recognize clearly that we are situated in a 
changing, new era, new things and new situations will continue to surge forth, 
our national economy must be further adjusted and transformed, transformation 
requires changes, and changing is normal. The c e in our approach is 
required by economic readjustment and reform; our thinking must correspond to 
the development of the situation; we must endeavor to study the various problems 
that appear in our work, continue to ameliorate them, and carry out our work 
more in accord with realities and more effectively. 


CSO: 4006/318 
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FINANCE AND BANKING 


SUBSCRIBING FOR STATE TREASURY BONDS URGED 


Beijing ZHONGGUO CAIMO BAO [CHINA FINANCE AND TRADE JOURNAL] in Chinese 
2 Feb 52 p l 


[Editorial: "“Enthusiastically Subscribe to State Treasury Bonds in Support of 
the Four Modernizations”™] 


[Text] Last year when the state issued treasury bonds, the people in the 
whole country and the various regions, departments and units responded 
enthusiastically, and the target was overfulfilled. This contributed to 
economic stability. To channel a part of social funds to national construction 
use, the State Council has decided to continue to issue state treasury bonds 

in 1982. The various regions and departments should take active measures to 
ensure overfulfillment of this task in 1982. 


The state plans to issue 4 billion yuan's worth of state treasury bonds this 
year. Besides selling them to enterprises owned by the whole people and 
enterprises owned collectively, as was the case last year, the state will also 
sell them to individuals in town and country. Why? Because with the economic 
readjustment program making further progress, enterprises need to regain a 
certain amount of funds for tapping potentialities, technical innovation and 
transformation. Thus enterprises should be allowed to buy a reduced number of 
treasury bonds in 1982. On the other hand, after the Third Plenary Session 

of the llth Party Central Committee, the state has introduced many economic 
readjustment measures, raised the state purchase prices for agricultural 
produce and sideline products, created more jobs, raised wages and issued 
bonuses, so that the real income of most people in town and country has gone 
up. Since last year, many patriotic-minded people have proposed that the 
state issue a Four Modernizations Construction Bond to individuals. This is 
in keeping with the desire of the broad masses of the people who support the 
four modernizations program. 


The people of our country have always cared about the financial conditions of 
the state. In the 1950's the state six times issued economic construction 
bonds. Every time the people responded enthusiastically and subscription 
targets were overfulfilled. Last year many individuals subscribed to treasury 
bonds on their own initiative. This year, besides mobilizing the work units 

to do their best to overfulfill subscription targets, we must do a good job 

of publicizing the need to people in town and country, arousing their patriotic 
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zeal so that they will subscribe to treasury bonds enthusiastically. Bonds 
sold to people in town and country in 1982 will carry a higher interest rate 
than last year--equal to the banks’ soon-to-be adjusted five-year savings 
interest rate--giving greater economic benefits to the buyers. Therefore, so 
long as we do a good job of informing and organizing, we will have no problem 
fulfilling the task of selling a part of the treasury bonds this year to 
people in towr and country. 


As the 1982 bonds will be sold to both work units and individuals, the work 
will be heavy and complicated and will involve much policy matters. Assign- 
ment of subscription quotas to the lower levels must be preceded by 
investigations to find out the different conditions in different localities, 
to be carried out practically and realistically without imposing arbitrary 
uniformity. As for individual subscriptions, while we should make sure that 
the tasks will be fulfilled, we must adhere to policy, abide by the principle 
of voluntary subscription, refrain from coercion, and avoid using such simplis- 
tic methods as forced apportionment and payment by withholding wages. The 
finance and banking systems, have an important role to play in the issuance 
of treasury bonds. They must, under the leadership of the party committees 
and governments at different levels, work at their jobs conscientiously, and 
contribute their part to the overfulfillment of the issuance of the 1982 
treasury bonds. 


9924 
CSO: 4006/293 
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FINANCE AND BANKING 


BRIEFS 


JIANGSU TOPS 1981 REVENUE PLAN--According to preliminary figures disclosed 
yesterday by the Jiangsu Provincial Bureau of Finance, the province's revenue 
plan for 1981 was overfulfilled by 1 percent over that of the previous year. 
Of the various items of increase, industry and commerce tax revenues increased 
by 8.8 percent. Suzhou Prefecture fulfilled its revenue plan more than a 
month ahead of schedule. Xuzhou and Changzhou gunicipalities increased their 
revenues by 7.9 percent and 5.1 percent respectively. In spite of the over- 
fulfillment of the revenue plan, economic efficiency of the province's 
enterprises is far from satisfactory. According to sources in the Bureau of 
Finance, there is much room for improvement for the enterprises to raise 
economic efficiency, stop “runoffs, spills, drips, leaks” and increase pro- 
duction and revenue. If the profit rate of the output value of locally-operated 
state-owned industries could be raised by 1 percent, the total profit of the 
province could be increased by some 200 million yuan in one year. This is 
equivalent to the investment needed to build a 300,000-kilowatt power plant 
or some 2 million square meters of housing for staff members and workers. 

Thus a priority task in finance and economic work this year is the reorgani- 
zation and consolidation of existing enterprises with a veiw to improving 
their economic efficiency. [Text] [Jiangsu XINHUA RIBAO in Chinese 7 Jan 82 
pl} 9924 
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INDUSTRY 


VIEWS GIVEN ON MOTOR TRANSPORTATION, AUTOMOTIVE INDUSTRY 


Beijing QICHE GONGCHENG [AUTOMOTIVE ENGINEERING] in Chinese No 11, 1981 
pp 1-5, 53 


[Article by editorial department: “Some Views on the Development of Motor 
Transportation and the Automotive Industry"] 


[Text] The national economic readjustment now going on in our country is a 
matter of concern to people throughout the country. They hope that after the 
readjustment, the national economy will be able to develop steadily, and that 
people's livelihood can be further improved. The whole world is watching and 
waiting to see if the Chinese people will be able to realize their lofty 
aspiration of accomplishing the four modernizations through the readjustment. 


Motor vehicles are the principal means of transporting materials between 

cities and the countryside, enlivening the market and expediting the turnover 
of capital funds. In combination with trains, ships and airplanes, they 
complete a transportation network embracing the whole country. Like blood 
vessels carrying nutrition to various parts of the human body, they carry 
materials for the national economic development and for the people's livelihood. 
Since people throughout the country are concerned with the development of the 
automotive industry, we should like to analyze the present situation of this 
industry and present some preliminary, tentative views for the reference of 

our readers and the leading departments concerned. 


Modern motor transportation and the automotive industry are developing along 
with the national economic growth in various countries. The number of motor 
vehicles maintained and the length of highways in the United States are the 
highest in the world. It has some 130 million motor vehicles and a total 
highway length of approximately 6.1 million kilometers, and the majority of 
passengers and freight in that country are transported by motor vehicles. 
Japan's automotive industry developed rapidly after World War II, and in 1980, 
its vehicle output surpassed that of the United States and became the highest 
in the world. from 1955 (when Japan's national economic development began to 
gather momentum) to 1977, Japan's economy increased at an average rate of 8.6 
percent every year and the gross national product increased by six times. 
During this period, the transport volume was increased by 4.5 times, and 
highway transport accounted for half of the increased portion, with the other 
half going to water transport. Such was the situation in Japan even though 
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it was accessible by ship from all directions. In the same period, however, 
railway transport was not much increased. The proportion of highway freight 
transport to total freight transport volume was increased from 11 percent 

in 1955 to 37 percent in 1977, while, in the same period, that of railway 
transport dropped from 50 percent to 11 percent. The proportion of highway 
passenger transport to the total passenger transport volume also rose from 1/7 
percent in 1955 to 52 percent in 1977, while in the same period railway 
passenger transport dropped from 82 to 44 percent. Among the nine member 
countries of the European Economic Community, according to the statistics of 
1977, there were 77 million motor vehicles, including approximately 8 million 
trucks. The average annual increase in vehice output from 1969 to 1977 was 
approximately 5 percent. Europe originally had convenient systems of railway 
and water transport, but the majority of freight was transported by motor 
vehicles. In the European Economic Community, 63.1 percent of the total 
freight turnover--in terms of tons/kilometer--was undertaken by highway 
transport. Even in France and West Germany, where the price of water 
transport was relatively moderate, 55 to 60 percent of the freight turnover 
was handled by motor vehicles. Thus national economic growth spurred on the 
development of the automotive industry, and the development of the 

automotive industry in turn accelerated further national economic development. 


How could motor transportation play such an important role in the world? We 
will first leave out passenger transport, since passenger cars abroad have 
become a necessity in people's work and daily life, and are the principal 
means of transportation; and we cannot compare ourselves with these people. 

So let us now analyze the situation of freight transport. Motor vehicles can 
deliver the freight of the consignor straight to the home of the consignee 

in a “door-to-door” service, while the other means of transport, such as 
railway, waterway and air transport, all require motor vehicles at the 
starting and terminating points to pick up or to release the passengers and 
frieght. This means an additional step in transportation. Furthermore, 
loading and unloading on the way are rare for motor transportation, and this 
helps avoid damage, speeds up cargo turnover, reduces storage space and 
personnel, and improves the economic results. Therefore, motor transportation 
can be prompt, accurate, economic and convenient. Some advanced enterprise 
management units, such as the Toyota Motor Vehicle Company of Japan, have 
adopted the “kanban [signboard] production” control method, whereby each 
sequence of operations in production is based on the requirements of the 
preceding sequence, thus completely eliminating the need for stocking and 
reducing storage expenses and circulating funds. For each passenger car 
produced in Japan, the sum total of cost price, charges on transportation 

to the United States and customs is still less than the production cost of one 
produced in the United States by $1,000-$1,500. Japanese cars are therefore 
highly competitive, and in 1980 the sales of Japanese cars accounted for 27 
percent of the total car sales in the U.S. market. Without a prompt, 
accurate, ecnomical and convenient transportation service, it would be very 
difficult for the “kanban production" control to be accomplished. This is 

the reason for the superiority of motor transportation in the world. In view 
of the energy crisis today, some people have proposed that railway and water 
transport be more extensively used as a means of energy conservation. However, 
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others hold that energy conservation should be based on the overall economic 
results. In addition to their need for motor vehicles at the starting and 
terminating points, railway and water transport do not have the motor vehicle's 
advantages of speed, accuracy, timely operation, convenience and less 
likelihood of damage. Therefore, an overall evaluation of all aspects of 
energy conservation and economic result should be conducted before a 

conclusion can be reached. 


Since the founding of the People's Republic, our automotive industry has 
started from scratch and continued to develop. The output of motor vehicles 
and the number of varieties have also continued to increase every year, and 
reached a peak in 1980 with an output of approximately 220,000 vehicles. 

At present, our highway transport accounts for 37 percent of the total 
national transportation volume, and approximately half of it is being handled 
by motor vehicles. The proportion is even lower in terms of frieght 
turnover--down to approximately 2.3 percent, with the rest being handled by 
tractors, push carts and animal drawn carts. Highway passenger transport has 
increased fairly rapidly all along. From 1949 to 1980, the average annual 
increase rate was 16.8 percent, and the 1980 volume was 12.3 times that of 1949. 
In 1980, 2.2 billion passengers were carried. Railway traffic is fairly 
congested in our country. The freight transported over a distance of less 
than 100 kilometers amounted to about 300 million tons, or 13 percent of the 
total railway freight traffic; and 50 percent of this amount was carried over 
distances of less than 50 kilometers. It would have been better for this 
freight to be hauled by motor vehicles. That is why the development of our 
motor transportation and automotive industry are far from adequate to meet 
the requirements of national economic development. 


We believe that besides the lack of an overall study in our national 
transportation, the authorities concerned have not given such thought 
rational planning for the various modes of transportation. In the past, when 
two “priorities” were proposed as a requirement for national economic 
development, transportation was one of these priorities. However, no serious 
study was made of motor transportation. In agriculture, transportation was 
supposed to share 40 percent of the total labor. Yet our planning for 
agricultural mechanization did not include motor transportation. In foreign 
countries, one tractor has to be supported by six-seven motor vehicles; in 
our country, less than one can be used for this purpose. That is why 
tractors are being used in place of motor vehicles for transportation. 

The profits handed over to the government by the first motor vehicle plant 
since its inception have been more than eight times the investment in 
building the plant; however, so far, there has been no investment in its 
renovation or transformation. Because of the shortage of motor vehicles 
several years ago, many provinces and municipalities through self-reliance, 
organized the preduction of motor vehicles in small lots. Although the 
quality was not high, they could have more vehicles to use, after all. This 
method is very uneconomical and illogical. but people could not avoid it. 
This shows the lack of a long-range plan for the automotive industry. 
Furthermore, since the performance. quality, varieties and quantity of motor 
vehicles produced at home are inadequate to the requirements of various 
departments, these departments have to import motor vehicles in large numbers, 
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and the gmoney spent on importing motor vehicles since liberation is many 
times the investment in our own automotive industry. 


In expressing these views, we have no intention to minimize the responsibility 
of the motor transportation and automotive industry departments. The direct 
cause of the present difficult situation is that for a long time, the 
automotive industry has failed to meet the requirements of various 
departments because of the scarcity of varieties, the backward performance, 
and the high gas consumption of their products. Even today, it is the urgent 
duty of the broad masses of workers and staff members and the leadership in 
the automotive industry to end this difficult situation and to adapt the 
industry to the changes through readjustment and restructuring. We believe 
that the three most important problems now confronting motor transportation 
and the automotive industry are the problems of market, energy resources and 
the development of varieties. Wow let us conduct some study on these 
problems. 


I. Market Problem 


The main reasons for the failure of our motor transportation to compete with 
railway transportation are as follows: 


1. Motor transportation has not been well organized. Its facilities are 
scattered among different areas and departments, and the number of vehicles 
kept by the regular highway transport departments is less than 20 percent of 
the national fleet. Even this small number is split up among various 
provincial, regional, municipal, county and commune transportation teams, each 
of them going its own way. Therefore, overall coordination and organization 
of loads cannot be carried out well, and the transportation efficiency cannot 
be high. 


2. The regular highway transportation departments have not taken good 
advantage of their strong points of “door-to-door,” on-schedule and speedy 
service, and the customers cannot see how motor transportation can be better 
than other means of transportation. 


3. Highway transportation charges are high--0.20 yuan per ton/kilometer-- 
against 0.0154 yuan for railway transportation, or a difference of 13 t mes. 
Hence the customers’ preference for trains. Although the railway loses money 
on short-distance hauls, the railway departments are unwilling to leave such 
hauls to highway transport, because the number of loaded wagon. serves as an 
index for the evaluation of railway performance, and the freight for 
short-distance hauls can help fill the wagons. On the other hand, the high 
cost of highway transport is due to the excessive profit rate. 


4. For a long time, variety in the automotive industry has been monotonous 
yod has failed to meet the diversified demands of customers. Furthermore, 
some old products are backward in performance, with high gasoline consumption 
which adds to the transportation cost. 





Since diesel oil costs much less than gasoline, and tractors can run on the 
highways without paying road maintenance fees, some tractors have replaced 
motor vehicles in highway transport. In fact, gas consumption by tractors 

is higher than that of diesel engine vehicles. Its speed is much lower, and 
its tires wear out faster, causing traffic jams and accidents in certain areas. 


In view of these conditions, the government departments concerned have proposed 
that all the relevant ministries and commissions should get together to study 
and work out some way for the comprehensive utilization and rational use of 
various transportation facilities. We must join in the study of the following 
problems: 


1. The scope of rational use of railway transport and the division of work. 


2. Rational coordination and division of work between waterway and motor 
transport. 


3. The rational makeup of motor vehicles including the rational proportions of 
large, small and medium-size trucks, reasonable towing capacity of vehicles, 
and various special vehicles for more efficient transportation. 


/ 


4. The orientation of transportation development in the countryside. 
5. The orientation of transportation development in cities. 


The proportion of motor transportation should be raised to gain better 
economic results, joint highway transport service should be organized, and the 
level of management should be raised in order that motor vehicles will become 
the principal means of short and medium-distance transportation instead of 
trains and civilian-run transport. To stimulate the demand for motor 
transportation service, we should have a complete assortment of large, small 
and medium-size vehicles of high technical standards so that we can charge 
lower prices, offer better service, increase our competitive power and 
attract more customers. 


II. Problem of Energy 


Shortage of energy resources is a global problem. According to numerical 
data from competent sources, 350 billion barrels of crude oil have been 
already extracted from underground in the world, and there are reserves of 
more than 650 billion barrels which have been verified and are waiting to be 
exploited. Geologists estimate that there are reserves of 1 trillion barrels 
in the world which can be discovered by prospecting. Besides, there are oil 
shale and tar sand from which crude oil can be extracted, although the metho.! 
of extraction is somewhat difficult. The liquefaction of coal has already 
been technically accomplished, although it has not yet been commercialized 
because of the high production cost. An optimistic source estimates that in 
the near future, the selling price of liquid fuel can be brought down to 
SL.60 per gallon, by which time mass production will begin. In Brazil, 
hagasse can be fermented and made into alcohol as a substitute for gasoline, 
and the United States has also though of adding 10 percent alcohol to gasoline. 


65 





Other researches are also being conducted on hydrogen energy and electric 
power-driven cars. 


Besides looking for new energy resources, all countries are now practicing 
energy conservation. In doing so, they start with the departments where the 
petroleum used can be easily substituted, such as power plants using boilers 
and other equipment, so that the petroleum thus saved can be used by the 
transportation departments, to which petroleum is indispensable. The weight 
of vehicles should be also reduced so that the engines can run at lower fuel 
consumption. Therefore, the use of motor vehicles will continue, although the 
fuel and their source of power will undergo certain changes. 


Our crude oil output in 1980 was approximately 100 million tons. The output 
of motor vehicles in countries with an annual oil output of more than 100 
million tons is shown in the following table: 


Output and Total Number of Motor Vehicles Kept in Countries Producing 100 
Million Tons of Petroleum. 















































a a 8 | Ashe nee 
S % —28H eae sense sit 5 i hee | ORS 258 aoe | One 
* 8 BLK |B %* | © ja 7H 5 | 9 10H} - GS-1) 9 
x 1925 30.9 21 51.9 | 426.5 | 373.5) 53 1994 | 1746 £50 
yy mm | 1957 20.9 17.7 38.6 49.5 11.4 38.1 330 41.5 288.5 | 
> W | 1940 11.5 1.4 =| «12.9 | 22 0.53 | 20.6 208 16.5 | 191.5 
_ | } 
Key: Countries 


l 
2 Years in which 100 million tons of petroleum were produced 
3 Fuel 

4. Percentage of petroleum for cars in oil product 

5. Percentage of diesel oil for cars in oil product 

6 Subtotal 

7 Total car output in tens of thousands 

8 Cars 

9. Trucks 

10. Total number of motor vehicles kept in tens of thousands 
ll. The United States 

12. The Soviet Union 

13. China 


In the years when 100 million tons of petroleum were produced as shown in the 
table, we can see that the output and the number of motor vehicles maintained 
in our country were lower than in the other countries. According to the data 
supplied by the Petroleum Research Institute in 1979, the amount of gasoline 
to be used by motor vehicles accounts for 90.5 percent of the total gasoline 
output, while the amount of diesel oil to be used by motor vehicles accounts 
for only 7.1 percent of the diesel oil output. Energy consumption by motor 
vehicles amounted to 2.4 percent of the total national energy consumption by 


66 





m tor vehicles generally amounted to 10-20 percent of the total energy 
consumption. On the whole, therefore, our vehicles are not many, and their 
energy consumption is not high. Of course, development in different developed 
countries is not the same, and we cannot simply copy from any one of then. 

Yet there are some objective laws universally applicable which we cannot 
disregard on the grounds of special conditions. If we disregard them, we will 
naturally be punished and will encounter obstacles or suffer losses in our 
economic development. If we restrict the output and use of vehicles because 
of a petroleum shortage, we will be forced to use backward means of low 
efficiency which would seriously affect our passenger and freight transport 
and result in a serious deterioration of the economic result. This is a 

most negative way and might touch off a series of side effects. We must bear 
in mind the overall national economic situation, and decide on a correct energy 
policy. We must adopt a positive policy to promote the healthy development 

of our national economy and to maintain a certain rate of growth. We must not 
throw up our hands in despair in the face of difficulties; otherwise, how are 
we to accomplish the four modernizations? 


First, we must make maximum use of our annual output of 100 million tons of 
petroleum. We were overoptimistic about our petroleum resources a few years 
ago, and converted the equipment of some power plants, originally burning 
coal, into petroleum burners. We have now reconverted part of them, but 
reconversion of the remaining portion may be difficult. We must try every 
way to reconvert them aJl so that they will burn coal in future. The price 
of diesel oil is low in the country, and it has been reported that some 
diesel oil is being used as household fuel. This practice must be resolutely 
stopped. If we can save the petroleum by replacing it with coal, we will 
have enough of it for our means of transportation. 


The price of our gasoline is more than double that of diesel oil. Therefore, 
the oil refining departments are unwilling to produce much diesel oil, 

while the chemical industry departments are glad to use more of it. It is 
proper for tractors to carry on transportation in the fields. Because of the 
low price of diesel oil and the fact that its supply is not restricted in the 
countryside, many tractors are now regularly used in place of motor vehicles 
for transportation. This is certainly improper. We have already mentioned 
the defects of tractors as a means of transportation. However, because we 
have for many years restricted the production of diese! oil vehicles, it is 
impossible for the automotive industry to produce em — . of them for the 
countryside all of a sudden. As a result, some localities are spontaneously 
trving to rig up diesel engines to be installed in vehicles before these 
engines are strictly tested. If we allow this practice to go on without 
proper guidance, the reputation of our diesel vehicles may be ruined and many 
peasants may suffer losses. We believe that the price of diesel oil should 
be properly adjusted so as to promote the normal development of transportation 
facilities. For many years, the U.S. Government held down the selling price 
of gasoline in order that the large passenger cars could be sold. Japan has 
all along relied on imported gas and produced small passenger cars of lower 
gas consurs*ion. When gasoline prices skyrocketed after the Iranian crisis, 
the U.S. vernment, afraid of being cut off from the source of supply, could 
no longer arbitrarily hold down prices. The American people all wanted to 
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save gasoline on their own cars, but the U.S. automotive industry could not 
turn out small passenger cars of good quality in time to meet their demand. 
That was how the Japanese car found its way into the U.S. market, and in October 
1980, the sales of Japanese cars accounted for 27 percent of the total sales 
in the U.S. automobile market. Since the large U.S. passenger cars could not 
be sold and the enterprises suffered losses, many plants had to be closed 
down, causing a chain reaction among the spare parts, steel, rubber and other 
related industries and the most serious economic crisis in the United States. 
According to the estimate of some concerned people in the United States, it 
will require an investment of $70 billion and 5 years to transform the U.S. 
automotive industry for manufacturing small and fuel-saving cars. Therefore, 
we must take this bitter lesson from the United States and be careful to 
avoid the same pitfall. We must have the correct technology and economic 
policy to guide the healthy development of our national economy. 


Furthermore, we must suitably raise the octane rating of our gasoline in order 
to raise its efficiency. Foreign gasoline is generally between 85 and 90 
octane (research method) with a compression rate of approximately 8.5, while 

in our country, the gasoline commonly used for cars is 70 octane (motor method) 
with a compression rate of 6.2-7.2. Therefore, our gasoline engines are not 
economical. The petroleum departments are now conducting research and 
planning to raise the octane rating to 80. This will have a great effect on 
our gasoline consumption. 


Gasoline conservation is now an urgent task for the automotive industry. We 
not only have to transform our old products and develop some new gasoline 
saving products, but also remodel the vehicles now being used in the society 
for gasoline conservation. The principal measures for transforming the old 
products are: 


|. To raise the engine efficiency by raising the compression ratio of the 
cylinder. For example, the compression ratio of the engines of our Jiefang 
[Liberation] vehicles has been raised to 6.4, and will be further raised to 
6.6, and the vehicles will be equipped with economical carburetors. It is 
estimated that this method can reduce gas consumption by approximately 15 
percent. 


2. To popularize the use of low alloy steel of high strength, plastic or 
other light materials to reduce the weight of cars. 


3. To use meridian [Ziwuxian 1131 0582 4848] tires which will reduce the 
resistance to rolling and help save gasoline. All vehicles can use tires of 
next smaller size and thus save rubber. 


We should also design new models, such as those of the Jiefang brand of 5 tons 
and 6 tons, the new Yuejin [Leap Forward] brand and so forth. These new 
models have better performance and lower gasoline consumption compared with 
those now in common use, and it is planned that some of them will have diesel 
engines. 


Ill. Problems Concerning Development of Varieties, Readjustment of Service 
Orientation and Expansion of the Sphere of Service in the Automotive Industry. 
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l. Passenger vehicles: As mentioned earlier, passenger transport has been 
increasing every year. After readjustment and improvement in agriculture, 
the standard of living for the peasants will be raised, and passenger traffic 
will be further increased. It is anticipated that in 5 years, the number of 
passenger vehicles will have to be increased by 50,000-100,000. 


For a long time there has been a severe strain on passenger transportation 
faciiities in the cities, and the problem of “difficulty of getting on to a 
bus" in the large and medium-size cities has still not been solved. We 
anticipate that hereafter, 5,000 vehicles should be added each year, totaling 
25,000 in 5 years. 


Since passenger vehicles are now in heavy use, we should develop the production 
of special chasses and assembles so as to provide greater comfort, raise the 
safety factor and produce better economic results. 


Tourist vehicles: To meet the requirements of rapidly developing tourism at 
hom and abroad, we should quickly produce tourist vehicles of large, small 
and medium sizes. 


2. Cargo trucks: Following the rise of the tertiary industry, the development 
of collective and individual service trades and the food trade in large and 
medium-size cities, and the building of small and medium-size towns; and to 
meet the requirements of large cities, there is now a daily increasing 

demand for small trucks with a capacity of 500-1,000 kilograms. The commercial 
departments want to have more pickups with small wheels and a low trunk, 
because of their low gasoline consumption and maneuverability. They are 
suitable for hauling small loads and are well received by the customers 

because they can deliver the load direct to their doors. We should quickly 
study and design suitable models for the market so that they can gradually 
replace the motor tricycles or the manual tricycles. The vehicles used as 
taxis are mostly imported, since the home-produced Shanghai brand passenger 
vehicles and the jeeps consume too much gasoline and are unsuitable for this 
purpose. We should produce more simple and dependable passenger vehicles or 
microbuses with a displacement of 1-2 liters, low gasoline consumption and 
moderate prices. 


3}. Special vehicles. After thorough investigation among the users and being 
well acquainted with their needs in different localities and departments, we 
should conduct feasibility studies, design special vehicles to the satisfaction 
of customers, and teach them how to operate them properly. We should be 
responsible for designing and manufacturing the vehicles and then guarantee 
their operation in order to exploit the potential market. According to a 
preliminary investigation, there are in addition to those already in use, 
several major categories of special vehicles to be produced, including 120 
varieties and more than 250 models. More than 130 models have already been 
produced. The following models are required as proposed by the customers: 


Vehicles for geological prospecting for oil; vehicles for the southern and 
northern forestry areas; large, small and medium-size hydropower engineering 
vehicles: urban construction vehicles; container transportation vehicles; 
large and medium-size mining vehicles; animal husbandry vehicles; 
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agricultural vehicles; military vehicles and special vehicles for the 
exploitation of the Sanjiang Plain. 


At present, we should pay special attention to the newly emerging and 
developing trades and take the initiative of designing and assembling 
special vehicles for the customers according to their requirements, so that 
we can serve as their advisers and develop the potential market by producing 
the following types: 


For improving people's livelihood in the cities: special vehicles for 
mechanized chicken farms, fishery farms, orchards, dairy farms and vegetable 
bases. They should include special vehicles for the transportation of 
finished products, special fodder vehicles, and all-purpose vehicles. 


Special vehicles for environmental protection in the cities: scavenger trucks, 
manure disposal vehicles, street-cleaning vehicles, snow-sweeping vehicles, 
vehicles for checking atmospheric pollution and so forth. 


Vehicles for apiary: recently, the general animal husbandry workers requested 
that 15,000 on them be produced. 


Special vehicles serving the development of the light industry market: 
vehicles for the supply of beer and liquefied gas and various types of mobile 
vendor vehicles. 


Developing the manufacture of special vehicles should be the service 
orientation for the automotive industry as well as the most effective means of 
creating new markets and promoting sales. We should take the initiative of 
visiting the user departments to learn about their actual needs (as regards 
the size of loads to be transported, the distance of the hauls, the size of 
the packaging, and other characteristics of the freight) and design for them 
highly efficient special vehicles so that the users will attain the best 
possible economic results. Instead of waiting for the customers to call, we 
should take the initiative of sending them the design and delivering the 
vehicle to their door, together with offering a warranty. We must have 
satisfied customers before we can expand our market. 


4. We should create an international market by selling vehicles, assemblies, 
spare parts, semifinished products and artistic equipment, and accept 
processing jobs and orders for goods. The purpose of creating an international 
market is not simply to earn foreign exchange; more important still is the 
need to import technology through foreign trade, to improve the quality of 
our products, and to raise the level of modern management, so that we can 
master the advanced techniques, raise the standard of our products to the 
international level, offset our imports with domestic sales, and then compete 
with foreign goods in the domestic market. This will help reduce the state's 
foreign exchange spendings. 


fo promote the production of vehicles and energy conservation, we must change 
our way of enterprise management so that in addition to production, selling 
will also be the central task. We must fully strengthen the departments for 








developing new products and train more technical personnel so that we can 
master the techniques of designing, testing and manufacturing modern vehicles. 
We must design and produce various types and sizes of vehicles with good 
performance and low gas consumption to meet the needs of our national 
economic development and as our contribution to the four sodernizations. 


9411 
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DOMESTIC TRADE 


GANSU INVITES JOINT EXPLOITATION OF NATURAL RESOURCES 
Lanzhou GANSU RIBAO in Chinese 9 Jan 82 p l 


[Article by staff correspondent: "Fraternal Provinces, Municipalities and 
Regions Invited To Invest in Joint Exploitation of Gansu's Natural Resources, 
According to Governor Li Gengying's Talk with JINGJI CANKAO [ECONOMIC REFER- 
ENCF] Correspondent" ] 


[Text] According to a news report in JINGJI CANKAO, Governor Li Dingying told 
its correspondent in an interview that fraternal provinces, municipalities and 
autonomous regions are invited to come to Gansu to invest in the joint exploi- 
tation and utilization of its natural resources. The fraternal units coming 
for investment will be warmly welcome and will be given most favored treatment 
by the Gansu provincial gover:ment. 


Comrade Li Dingying said: Gansu has a huge area with abundant natural re- 
sources. For agriculture and animal husbandry, there are more than 200 million 
mu of pastures, nearly 10 million mu of wasteland suitable for agriculture, and 
more than 40 million mu of wasteland suitable for forestry. These resources 
can be used for producing sugar, tobacco, edible oil, medicinal herbs and vari- 
ous types of animal products. In mining, the reserves of nickel, lead, zinc, 
antimony and other nonferrous metal occupy an important place in the country. 
In energy, the hydropower resources in Gansu are more than what we need, while 
the whole country is now experiencing a power shortage. We cordially invite 
experts on all fronts and from various fraternal units throughout the country 
to come to Gansu and demonstrate their skills in some new undertaking. We 
warmly welcome all fraternal provinces, municipalities and regions to come for 
investment (including technical investment) and to exploit Gansu's resources 

in various economic forms of mutual benefit. 


Comrade Li Dengying listed the following five projects for initial exploita- 
tion: 


1. The second-stage engineering project for power irrigation in Jingtai County. 
The project requires approximately 230 million yuan. After its completion, the 
adjoining fertile land of 530,000 mu can be used to good advantage and the 
investment will receive its first installment of returns in 4 years after the 
start of construction. It is planned that 180,000 mu of this land will be used 
for planting beetroots, tobacco and oilbearing plants, and that 350,000 mu will 
be used for grain This includes 150,000 mu to be used for fodder in 
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multicropping. It is estimated that each year, the state and the collectives 
will have a net income of 9 million yuan, and Gansu will use sugar, tobacco 
and edible oil to repay the investment in kind. Jingtai County has the advan- 
tage of convenient transportation as it is traversed by the Baotou-Lanzhou 
railway. 


2. A dairy farm in Shigangduntan in Zhangye Prefecture. It is estimated that 
an investment of 25.2 million is required for reclaiming 240,000 mu of land 
for growing fodder. The soil here is fertile and the conditions are favorable. 
4°cer exploitation, 13,000 head of fine Ximentaer breed cows can be raised for 
both milk and meat. This project will yield benefits in 4 years. The total 
annual output value is estimated to be 8.7 million yuan, including a net in- 
come of 3.35 million yuan. Gansu will repay the investors in meat, milk and 
cowhides. Further investment is invited for setting up a canning factory and 
a milk product plant. 


3. Joint exploitation of the Cahngba Lead and Zinc Mine in Chengxian County, 
southern Gansu. There is an abundant reserve of high-grade lead and zinc. 
Construction of this mine, promising an annual output of 110 million tons of 
metal concentrates, requires an investment of 250 million yuan, and the con- 
struction will take 4 years. The annual output value will be 110 million yuan, 
including a profit of 59 million yuan. It will be able to supply concentrates 
to the investing units having smelting facilities, or supply lead and zinc to 
other investors. The profits will be higher if exports can be arranged. 


4. Joint exploitation of the Yawan antimony mine in Xihe County of southern 
Gansu. The grade of the antimony deposit is fairly ideal. Construction of 
an antimony smelting plant with an output of 3,000 tons requires an investment 
of 38 million yuan. The construction will take 3 years. Investment in this 
project will be rapid in kind with the products. If the investor can arrange 
for the export of the products, then the entire investment can be recovered 
within 3 years. 


5. Production of sulphuric acid through comprehensive utilization of the tall 
gas of the sulfur dioxide of the Jinchuan Company. A total of 150,000 tons of 
sulphuric can be produced, with a planned output of 70,000 tons in the first 
stage of engineering. This project requires an investment of 35 million yuan, 
and can be completed in 2 years. Investment is invited from areas short of 
sulphuric acid; it will be repaid in kind with sulphuric acid. 


Comrade Dengving said: Gansu has mines and electricity. In addition to the 
above projects, it also welcomes investment in the setting up of an iron alloy 
plant, a calcium carbide plant, an aluminum plant and many other projects. It 
is hoped that the fraternal provinces, municipalities and regions can come for 
full consultations. All investors in Gansu will be given most favored treat- 
ment. 


9411 
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DOMESTIC TRADE 


PRICE LNSPECTION CAMPAIGN LAUNCHED IN BEIJING 





Beijing BEIJING RIBAO in Chinese 12 Jan 82 p 1 


{Article: “Immediately Organize Forces and Earnestly Launch a Major Inspec- 
tion of Prices”] 


[Text] Yesterday afternoon the municipal government held a meeting to imple- 
ment the “Circular of the State Council Concerning the Firm Stabilization of 
Market Prices" and demanded that each district, county and relevant bureau 
immediately organize forces and earnestly launch a major inspection of commo- 
dity prices in accordance with the demands of the State Council circular and 
mobilize the vast masses to carry out exposures and denunciations. It must 
be resolutely conducted according to the stipulations of the State Council 
circular and market prices must be stabilized. We must also see to it that 
price inspections become a regular practice and are institutionalized. 


The meaning of this major price inspection has two aspects. One is whether 
or not whatever retail price stipulated by the state correctly conforms to 
national market quotations, and whether or not there are spontaneous price in- 
creases, disguised price increases and unauthorized fixed prices. The second 
is whether or not negotiated retail commodity prices conform to the fixed price 
policies and methods stipulated by the municipal government, and whether or 
not there are irregular, unauthorized sanctions of expanded negotiated price 
ranges. In addition, a thorough investigation of all weighing and measuring 
devices must also be conducted. In the spring festival period we must empha- 
size the inspection of commodities put on the market for the holidays, and we 
must especially pay attention to inspecting commodity prices that are based on 
rationing. Prepared manufactured goods for daily use to be put on the market 
for the holidays, as well as the criteria for garment-work charges, the cri- 
teria for the allocation of staple food rations in the catering trades, and 
standards for ingredients of garnishes must also be regarded as a prefestival 
focus of inspection. 


At the meeting leading comrades of the municipal government pointed out that 
for this major price inspection, mobilizing the masses to launch self- and 
mutual inspections must be regarded as the principal factor, and each indus- 
trial and commercial enterprise should immediately conduct self-inspection of 
their units’ prices, and also see to it that such self-inspections are carried 
out regularly. Each municipal CCP committee and staff office and district, 
county and bureau must strengthen its leadership of price inspection work. 
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Each company, plant head and administrative office must transfer personnel whose 
business is prepared food and who can adhere to principles to form inspection 
groups and spot check prices in their own units. District and county govern- 
ments must invite this region's people's representatives, CPPCC members and 
workers’, youth and women’s representatives to conduct key inspections and be 
attentive to acting as people's volunteer price inspectors. The municipal 
government will also organize inspection groups and conduct key spot checks. 

In regard to the problems of inspecting violations of price discipline, criti- 
cism and education should be regarded as the principal factor for rather minor 
cases, which should be entered on record. For more serious cases, appropriate 
disciplinary action must be taken. Refusing to improve despite repeated admo- 
nitions, rather severe cases and poor attitudes must be severely dealt with. 

In regard to those units and individuals who refuse payments and fines and who 
have illicit incomes, pricing departments have the authority to notify banks 

or credit unions that they will force transfers from their deposits. For the 
severe cases of violating price discipline, industrial and commercial executive 
branches can order businesses to be shut down and can file charges in the judi- 
cial departments. 


Attending the meeting were leading comrades of each metropolitan department, 
municipal CPPCC committee, staff office, district, county and bureau along 
with representatives of workers, youth, women, the municipal NPC and the CPPCC. 


9926 
CSO: 4006/297 


75 





FOREIGN TRADE 


EFFECTIVE MANAGEMENT OF RETAINED FOREICN EXCHANCE URGED 
Guangzhou GUANGZHOU RIBAO in Chinese 10 Dec 81 p 4 


[Article by Zheng Ling [6774 7117]: "It Is Necessary to Strengthen the 
Management of Retained Foreign Exchange”™] 


[Text] Since the adoption of the “special policies and flexible measures” 

by our province, the development of foreign trade has been speeded up and 
there has been an increase in the inflow of foreign exchange. There are in 
Guangzhou a large number of industrial and commercial enterprises. In line 
with the stipulations permitting the use of retained foreign exchange for the 
development of the local economy and with the approval of the concerned auth- 
orities, the import of much needed raw materials, equipment, spare parts and 
consumer goods has helped to develop industrial production and to bring about 
a balance of supply and demand in the market. 


However, some problems deserving our attention have emerged in the utilization 
of retained foreign exchange. First, the reckless pursuit of profit and the 
engagement by certain units in a variety of operations have resulted in 
sluggish sales and an accumulation of unsold products. For example, when 
they were first imported last year, nylon fabrics and chemical textiles vere 
hot import commodities. Because of the high profits which could be realized. 
many units competed to import those commodities. By the second quarter of 
this year, however, they became difficult to dispose of. Certain units had 
imported vast quantities of nylon fabrics and chemical textiles during the 
first three quarters of this year. Because of sluggish sales, the total 
amount of commodities held in stock was 1.37 times that of last year, exceed- 
ing in fact the hijthest level in history, thus creating great difficulties 

in capital turnover. Secondly, the import of commodities in competition with 
locally produced commodities has hurt local industrial production. The 
chemical textiles produced by the two major factories in the city had always 
enjoyed brisk sales until the same commodities were imported this year. In 
September, to avoid accumulating unsold products, one of the factories was 
forced to cut its production units and the amount of production by 50 percent 
while the other factory was forced to go into other lines of production. 
Thirdly, the sale of large amounts of imported commercial commodities in 
other areas is not calculated to bring about a balance between the local 
purchasing power and the return of cash to the banks. According to statistics 
supplied by several units, the sale of imported commercial commodities 
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have not brought about a balance in the market in the province, the use of 
foreign exchange available locally and the capital put out by the banks have 
not resulted in the return of cash obtained from the sale of commodities. 
Consequently, the situation has brought about an imbalance in the market and 
great difficulties in the development of the local economy. 


It should be known that we do not have a large amount of foreign exchange 
which is difficult to come by. In order to make the best use of the limited 
retained foreign exchange to speed up the industrial development of the 
province, to increase the volume of supply and demand in the market and the 
amount of cash returned to the banks and to truly enliven the economy of the 
province, it is essential that we strengthen management in the use of 

retained foreign exchange and the screening of imported commercial commodities. 
In this regard, I would like to propose the following: 


First, we should set a definite limit to the use of foreign exchange by the 
various units. The various units should be allowed to import raw materials, 
equipment required by the respective enterprises for productive purposes and 
commercial commodities within the scope of their operations. They gust not be 
allowed to step over the limits of their operations for the purpose of making 
profits. The surplus foreign exchange, through arrangement made by the Foreign 
Stock Exchange of the Bank of China, may be transferred to other units or be 
used by the concerned units to engage in joint operations with other units 
which are in need of foreign exchange. 


Secondly, overall arrangement should be made for the use of locally retained 
foreign exchange. First, it should be used to meet the urgent needs for raw 
materials and equipment for industrial production locally and for the purchase 
of much needed commercial commodities in the market. If the industrial con- 
cerns are capable of assembling spare parts, priority should be given to the 
import of spare parts in order to enliven industrial production. Commercial 
commodities may be imported according to a plan and in the proper quantity 

if there is a temporary shortage of such commodities in the domestic market. 
The quantity, however, should be limited so that the production of similar 
commodities domesticzily may not be adversely affected. 


Thirdly, the import of commercial commodities should be determined by the 
needs of the local market. To facilitate arrangements on an ovezall basis 

and to bring about an overall balance, the chief operation units of the 
commercial concerns should assume responsibility for the import of the needed 
commercial commoditizs. As for the import of commercial commodities required 
by certain units not for their own operations, but for projects of cooperation 
with other provinces in exchange for materials required locally, the responsi- 
ble units of the commercial concerns should be entrusted with the import of 
the commercial commodities after stringent screening by the concerned 
mthorities. 


Fourthly, loans required for the purchase of foreign exchange to pay for 
imported commercial commodities should be subjected to stringent screening. 
First, applications for foreign exchange by the enterprises mqust be in 
accordance with provisions for the internal bidding for foreign exchange for 





commercial purposes stipulated by the General Administration of Exchange 
Control and the difference should not exceed 10 percent. The People’s Bank 
should not extend loans for foreign exchange bids in excess of the stipulated 
figure. Secondly, the screening for applications for the purchase of foreign 
exchange must be strengethmed. Units desiring to purchase foreign exchange 
must be strengthened. Units desiring to purchase foreign exchange must adhere 
to the principle of importing an amount in proportion to the volume of sales 
and according to actual needs. A list of the exact types, quantitites and 

the amount of cash involved gust be supplied by the units end screened by 

the concerned authorities before the Bank of China would approve the trans- 
action and the People’s Bank would release the loan. As for the chief imported 
commercial commodities, a total import quota should be set for certain tixec 


periods and allotted to departments in charge in the light of the supply and 
jemand situation in the domestic market to avoic the imsport of commerc ia. 
commodities by large number of units in a willy-nilly fashion. 








LABOR AND WAGES 


BRIEFS 


PENSIONS, MEDICAL INSURANCE IN SHANGHAI--The Shanghai Branch of the Chinese 

People's Insurance Company wi!! offer old-age pensions and medical insurance 

plans to collectively-owned entervrises starting this year on an experimental 

basis. Staff members and work« .ollective enterprises which participate 

in such plans will have medical | ‘nce coverage, old-age pensions, and 

death and funeral benefits. With such protection they will have fewer 

worries and can concentrate on work. Already 11 collective cooperative ‘ 
organizations of the Beizhan Street Neighborhood in the city's Zhabei District 

have joined these plans and started to enjoy medical and other benefits. [Text] 

[Shanghai JIEFANG RIBAO in Chinese 3 Feb 82 p 1] 9924 
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GENERAL 


PEOPLE'S LIVELIHOOD CONTINUES UPWARD TREND 
Shanghai WEN HUI BAO in Chinese 15 Jan 82 p 3 
[Article by Chen Wen [7115 2429]: "People's Livelihood Improves Year by Year"] 


[Text] Since the Third Plenary Session of the llth Party Central Committee, 
our party and government have made maximum efforts to improve the people's 
livelihood and have brought about a noticeably higher level in the actual 
income and consumption for the overwhelming majority of the people in the 
urban and rural areas. 


Peasants" Income Shows Dramatic Rise 


Despite the fact that a number of areas were struck by serious natural 
disasters in 1981, the state of agriculture throughout the nation remained 
tavorable and the income of the peasants has shown a further increase on top 
‘§ the increases registered in the previous two years. In many farm families, 
it may be said that "the granaries are filled with grains, the fragrance of 
rice and flour fills the air, there is meat and there is wineand happiness 
pervades the whole family." It is particularly gratifying that even in the 
nore productively backward areas such as western Shandong, eastern Henan, 
northern Jiangsu and the region north of the Huai River, both the production 
and the people's livelihood have shown considerable improvement. [Even in 
i1reas which had to Live on the foodstuff sold back to them and which had to 
lepend on relief to survive, many farm families have surplus food and ready 
cash and all the necessities of life. Many of the commune members, production 
teams, production brigades, communes and counties throughout the nation with 
significantly increased incomes are in a position to purchase "the three major 
items" (bicycles, sewing machines and wrist-watches). Between 1977 and 1980, 
e distributed income fur peasants in the suburbs of Shanghai shot up pro- 
ressively at the rate of 40 yuan per year. The collective income for farmers 
reased by 60 percent so that by 1980, the average distributed income for 
individual came to 278 yuan. In 1981, the gross and net incomes for the 


unty people's communes, the federation of communes and the basic level 
maunes are expected to surpass those of the previous year while the gross 
tributed income is expected to remain the same. Although the net income 
‘rc some production teams has shown a decline, there has still been an 
rease in the income for commune members as a result of the development of 
\sidiary household industries. The improvement in the livelihood of the 
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peasants is reflected not only in the changes in the level of consumption of 
food, clothing and daily commodities, but also in the large-scale building of 
homes. According to incomplete statistics, newly-constructed dwellings in the 
past three years throughout the nation came to 900 million square meters, 
while those for over 200,000 farm families in the suburbs of Shanghai came to 
over 18 million. The significant improvement in the livelihood of 800 million 
farmers within a few short years is nothing short of astounding. 


Livelihood for City Dwellers Continues Upward Climb 

Since the smashing of the “gang of four,” the government has raised the wages 
tor workers a number of times and has put into effect the bonus system. While 
raising the prices of several subsidiary agricultural products, it has simul- 
taneously increased its subsidies for subsidiary foodstuffs. The payment of 
wages in cash for workers throughout the nation has generally increased from 
year to year. From 602 yuan in 1977, the figure rose to 762 yuan in 1980. 

The rate of increase for workers in Shanghai in 1980 is roughly the same as 
that for workers throughout the nation. According to government stipulations, 
salaries and grades for elementary and middle school teachers, certain workers 
in the field of medicine and those engaged in physical education will be 
raised this vear. The increase in employment opportunities in the cities and 
towns is an important factor accounting for the improvement in the livelihood 
of the people. It is estimated that jobs would be made available for 8 
million people in 1981. Including those who have been offered jobs since 
1979, over 20 million jobs will have been found for people in the cities and 
towns. According to a sample survey of 500 families of workers in the city, 
the average number of people employed in each household increased from 2.4l 

in the second half of 1980 to 2.49 in the second half of 1981. Because of 

the increase in the income of workers, the level of consumption of food, 
clothing and daily necessities has been on an upward climb. Aside from the 
increase in the use of nedium and high grade textiles, woolen materials and 
silk goods, there has also been an increase in the purchase of durable goods. 


The housing s‘tuation for workers has also improved during the past few years. 
.978, the newly-constructed houses for workers throughout the nation came 
to over 37 million square meters. The figure came to over 67 million in 1979 


ind over 80 million in 1980. Although the government drastically reduced 
estment in basic constructions in 1981, investment in housing for workers 
| maintained the level of the previous year and the area for completed 


sit for workers in the cities and towns throughout the nation is still 
expected to reach 80 million square meters. The construction of houses for 
workers in Shanghai has also shown a sharp increase. Between 1977 and 1980, 
fizure came to over 8.2 million square meters. In !98l, an amount of 
tment representing two-thirds of the total non-productive investments 
was ed for the construction of houses for workers, an increase of 32 percent 
er that tor 1980. This has considerably eased the housing problem for a 


ber of families. 


rea n Savings and Purchasing Power 
retail sale of ymmercial commodities has continued to climb. An increase 
roughly 9 percent is expected in 1981 tor both the nation and the city over 
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the previous year. According to relevant surveys, the number of television 
sets will have increased from 58 at the end of 1980 to 70 at the end of 
September, 1981 for each 100 families, the number of tape recorders from 11 to 
15, the number of electric fans from 44 to 67, and the number of watches from 
250 to 268. Due to the development in the production of subsidiary agricul- 
tural and consumer products, the prosperity in the market and the basic 
stability in commodity prices, the savings deposits of the people in the urban 
and rural areas have continued to show an increase. From January to September, 
1981, the nationwide figure increased by 9.5 billion yuan to reach the total 

of 49.4 billion yuan. The figure for this city reached 32.9 billion yuan by 
the end of 1981, or an increase of 270 million over the figure for the same 
period the previous year. This is a convincing indication of the improved 
livelihood of the people as well as of the confidence which the vast number 

of people have in the future economic development of the nation. 
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GENERAL 


IMPROVING ECONOMIC RESULTS DEEMED CRUCIAL 
Nanjing XINHUA RIBAO in Chinese 9 Feb 82 p 4 


[Article by Chu Xing [2806 2502]: "Enhancing Economic Results Is the Core 
of Economic Work"] 


[Text] Premier Zhao Ziyang pointed out in his report on government work to 
the Fourth Session of the Fifth People’s Congress: "Enhancing economic re- 
sults in the spheres of production, construction and circulation by every 
possible means is a core issue." "From now on, in considering all economic 
problems we must take enhancement cf economic results as the fundamental point 
of departure and insure a better and sustained growth of our economy." En- 
nancing economic results means changing the long-standing approaches taken 
under the guidance of the “leftist” thinking, proceeding from .he actual con- 
ditions of our country, ani blazing a new path that will insure a real growth 
rate, better economic results and more matirial benefits for the people. 


fhe question of taking enhancement of economic results as the core of economic 
work arises from the fact that at present the level of economic results in the 
sphers of production, construction and circulation is not high and improve- 
ment c° the people's livelihood is not compatible with the amount of labur 
performed by the people. The issue at the core in the 10-point policy of eco- 
nomic construction as put forward by Comrade Zhao Ziyang in his report is to 
enhance economic results and insure healthy growth of the national economy. 
ae should understand the 10-point policy filly in light of the reality of 
iangsu and implement it conscientiously. In our province, the area under 
iltivation is small, population density is the highest nationwide and, while 
ie development of industrial and agricultural production is comparatively 
ist and is making some contributions to the state, most areas remain at middle 
ind lower levels in terms of per-capita income, consumpcion of grain, fish and 
meat, and area of shelter. The fundamental reason for this state of affairs 


is that under the influence of the “leftist” guiding thought, many things have 
jone in violation of the objective economic laws, and the level of econo- 
results is not igh. ur important indexes reflect economic results whi 


Lower when compared with Shanghai and other fraternal provinces and muni- 
ilities, and are also lower compared to Jiangsu's record levels of the 
‘or example, the profit realized per 100-yuan industrial output value 
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of profits generated per 100-yuan of fixed assets in 1980 was 20 percent lower 
than in 1965. Labor productivity of industrial enterprises owned by the whole 
project is about half of Shanghai's level. In the case of the textile indus- 
try, which has a good foundation, Jiangsu lags far behind Shanghai in terms 

ot production efficiency, profit level, and product quality and variety. 

[his makes it necessary for us to enhance, in light of the realities in 
Jiangsu, the economic results of production, construction and circulation by 
every possible means according to the 10-point policy put forward by Comrade 
Zhao Ziyang. The reason is that poor economic results have a direct bearing 
on the growth of state revenues, work against control of market price increases, 
and hinder steady progress and healthy growth of the economy. The disparity 

is where potential exists and, provided we find where we lag behind, exploit 
potential, and grasp the economic work in a down-to-earth manner, there are 
good prospects for enhancing economic results. Taking our province as a whole, 
if the cost of industrial production is cut by 1 percent, income can be in- 
creased by 120 million vuan; if the time limit for capital construction pro- 
jects is shortened by half a year, more than 100 million yuan in wage costs 

can be saved; if commercial establishments lower costs by 1 percent, revenues 
can be saved to the tune of more than 10 million yuan. Provided we are of one 
heart and one mind, these targets can be achieved through our efforts. 


The fundamental aim of socialist production is to keep enhancing economic re- 
sults and producing the maximua amount of fine-quality products with the con- 
sumption of minimum materials and labor to meet the ever-growing material and 
cultural needs of the people, that is, to enable the people to gain more mater- 
ial benefits. Comrade Mao Zedong said in his "On the Coalition Government": 
The effects produced by the policies of all Chinese political parties and 
their practice among the people will depend, in the final analysis, on whether 
they help develop the productive forces of the Chinese people and to what ex- 
tent, and whether they fetter productive forces or liberate productive forces.’ 
dis comment on the article "Experience of Liziyuan Agricultural Producer Co- 
operative in Zhenru District in Saving Production Costs" stated: “All social- 
ist economic enterprises must utilize manpower and equipment as far as possible 
and must improve labor organization, operation and management and increase 
labor productivity as far as possible, save all manpower and material resources 
an be saved, launch iabor emulation campaigns and practice business 
be unting, thereby lowering production costs and increasing personal income 
ind accumulation year by year." This is to say that economic results must be 
nhanced so as to give the people more material benefits. Looking back on 
practice of economic work since the founding of the republic, we tind that 
never our economic work as a whole was done with more attention to meeting 
people's material and cultural needs, the tremendous socialist enthusiasm of 
© Masses could be aroused; otherwise, mass enthusiasm would be dampened and 
e socialist cause would suffer. At present, in order to improve people's 
ivelihood--clothing, food, shelter, transportation and consumer items--and 
uild up more strength to develop the socialist economy, it is necessary 


implement the 1O-point policv. This 10-point policy is a concrete manites- 
tion of the policy of readjustment, restructuring, reorganization and up- 
-rading, and is an accumulation of 32 years’ experiences since the founding 
‘ft the republic, particularly the experience of the last 3 years. If we in- 
ent the LO-point policy, we can enhance economic results and realize a 
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fo take enhancement of economic results as the core, make the target clear 
and bring the focal point to the fore will help each economic department 
grasp the crux of the matter and also help the workers launch learn-f rom 
Daging and learn-from-the-advanced activities and launch socialist emulations 
ot comparing, learning, catching up, helping and overtaking, with enhancement 
economic results as the target. Recently, the Changzhou Municipality, a 
medium city comparatively developed in industry, has found where it lags behind 
in economic results, discovering that tax receipts and profits generated per 
100 yuan funds are not only 34 percent lower compared with Shanghai but also 
>-20 percent lower compared with Nantong, Wuxi, and Suzhou. The city is now 
doing all it can to catch up. The seven petrochemical plants in the Xixia 
ward ot Nanjing were formerly under three-level leadership of the central 
government, the province and the municipality, and their operations were 
managed by three departments vertically and horizontally. Their valuable 
petroleum and gas resources were put to irrational use, limiting achievement 
ot economic results. Ac the earnest request of the workers and under the 
strong support of the departments concerned, the State Council has formally 
approved joint establishment of the Nanjing Petrochemical Head Office, making 
it possible to speed up technical transformation, strengthen operation and 
management and increase production of chemicals that are in short supply or 
the Light industrial market. Without increasing investment, these petro- 
chemical plants can increase output value by 130 million yuan this year and 
increase tax receipts and profits by 35 million yuan. 


er 
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we May assert without hesitation that enhancing economic results will bring 
material benefits to the people and that our production and livelihood will 
certainly be better year by year. 





JLANGSU USES FOREIGN CAPITAL FOR SMALL, MEDIUM PROJECTS 
Nanjing XINHUA RIBAO in Chinese 12 Feb 82 p l 


[Article by Liu Long [0491 7893], Yao Guoguang [1202 0948 0342]: “Economic 
Benefits Enhanced in Jiangsu Through Bold Utilization of Foreign Capital"] 


\Text, Bold utilization of foreign capital to develop economic and technical 
cooperation with foreign countries with emphasis on medium and small projects 
as become an effective way to bring the superiority of our province into play 
and enhance eccnomic benefits. 


Since the Jd Plenum of the party determined the economic policy of keeping our 
door open to foreign countries, our province has gradually launched activities 
ot economic anc technical cooperation with foreign countries through the utili- 
zation of foreign capital in varied forms--processing and assembly, compensa- 
tion trade, cocperative production, joint operation, and local short-term 
foreign exchange loans. Our province has concluded 575 projects involving 

»192 million ir foreign capital through negotiations with firms in Hong Kong, 
Macao and foreign countries. Of these projects, 80 percent have been put into 
)peration and are showing results, and 70 percent of the equipment loans have 
een paid off. 


ilization ot toreign capital in our province is oriented to the development 
nsumer goods production in light and textile industries and to the tech- 
nical transformation of existing enterprises and the strengthening of the weak 


to make existing enterprises gain new vigor. For example, util- 
ing foreign capital, our silk industry has imported raw and processed mater- 


ee . ) is 


ils trom foreign countries to make more than 5,000 units of silk winding, 
drawing and twisting equipment and broad silk machines, and at the same time 


is imported some natural silk refining and dyeing equipment to be used for 


retooling old plants, with the result that the technical level of the silk 
lustry has been greatly raised and exports of silk goods and broad silk 
ive increased by big margins. As another example, with 12 clothing production 
ines imported into our province, the variety of export clothing has shifted 
rom medium and low grades to medium and high grades and "Yinhu” shirts from 
auxi and “Lanling™ shirts from Changzhou Fave become famous-brand products in 
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1e@ Vast majority of projects built with foreign capital are medium and small 
mes involving several million, several hundred thousand or tens of thousands 
.S. dollars; moreover, feasibility studies have been made before construc- 
tion. As a result, less money has been used, turnover of capital has been 
sped up, and great effects produced while repayment ability is assured. 


enthusiasm on all sides is high and foreign merchants are willing to cooperate 


> 


with us. In general, the projects put into effect have been built and put in- 
to operation in the same year or a little more than a year, and the loans 
ave’ been paid off in 2 to 3 vears. 


responsible person of the department concerned said: "Our province has 


excellent conditions for strengthening international economic cooperation and 
technical interflow because it is situated along the coast and has good commni- 
itions facilities, higher scientific, technical and managerial levels and a 
xd toundation of industrial and agricultural production. To adhere to the 


en-door policy and boldly utilize foreign capital to undertake more medium 


small projects is the shortcut to bringing the superiority of Jiangsu into 
la’ and enhancing economic benefits. We must make a new breakthrough this 


end, the provincial people's government called a provincial import and 
conference in Nanjing on 5-11 February to study and implement the 


lecision of the forum of nine provinces, municipalities and prefectures along 
the coast on economic and foreign trade work called by the State Council and 
to sum up and exchange experiences. The conference has worked out programs 
‘r utilizing foreign capital for this year and next year and has drawn up 
this vear'’s plan for economic and foreign trade work. 
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